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In This Issue 


“A taxpayer is not required to sit 
by idly twirling his thumbs until a tax 
liability alights on him. If he is warned 
of its approach, or if he sees it coming, 
he may seek such shelter as the law 
offers in an effort to escape or dimin- 
ish its blow. 

“* * * intelligent application of the 
new revenue act is necessary in order 
to prevent the over-payment of taxes. 
Failure to so apply it by those to 
whose custody and control is com- 
mitted the property of others, may 
lead to suits for mismanagement or 
breach of trust.” 


From article, pages 461-467, by C. Powell For- 
dyce, a member of the St. Louis Bar. 


“Where public-spirited action is the 
basis, there never was a time like the 
present for the expressive kind of 
public relations on the part of Ameri- 
can banks. * * * If you go in for per- 
sonal glory and the chance of seeing 
your name in the papers, that is the 
most you will get. If you go in for 
making your Trust Company the in- 
fluential friend of influential groups, 
with you, yourself, as the contact 
point, you will soon find that you are 
becoming recognized by journalists as 
one of the men of your community 
who can be depended on to make read- 
able copy. More than this, you will 
find that the guiding spirits of your 
city’s industrial, commercial and pro- 
fessional life are recognizing you as 
a man to work with. You will find 
yourself every day more satisfied 


with the public relations of your 
Trust Department.” 


From address, pages 551-556, by G. Prather 
Knapp, Director of Banking Publications, Rand, 
McNally & Company. 


“Courage of the honest, two-fisted 
variety must replace the timidity of 
the times. This supine resignation to 
whatever may come, this anaemic ac- 
ceptance of attacks, this reluctance to 
stand up and give it and take it in self- 
defense, do not appear manly or even 
sporting. Such dignified reticence is 
easily mistaken for evidence of guilt, 
fear or incompetence. Let us have the 
courage to oppose that which is wrong, 
to defend that which is right, to have 
and express opinions and convictions 
and be ready and able to assert, debate 
and defend them. * * * Thus can be 
refuted the accusation that the Na- 
tion’s financial leaders have not done 
anything and do not do anything be- 
cause they do not know what to do.” 


From address, pages 525-529, by Lane D. Web- 
ber, Vice President and Trust Officer, First 
National Bank of San Diego, San Diego, Calif. 


“* * * there are so many ambigui- 
ties in the (Securities Exchange) Act 


as to justify a demand both from busi- 
ness and the bar for its prompt 
amendment.” 


From excerpt, pages 504-509, quoting Eustace 
Seligman, a member of the New York Bar. 


“I anticipate that within a very 
few years the schedules of the trust 
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companies are going to be changed to 
a combination fee basis of a percent- 
age of income to be charged to the life 
tenant and a percentage of principal 
to be charged against the corpus of 
the trust.” 


From article, pages 469-478, by A. L. Grutze, 
Vice President and Trust Officer, Title and 
Trust Company, Portland, Ore. 


“Our experience has led us to the 
conclusion that unless the terms of a 
specific trust require that its real es- 
tate holdings shall be retained, it is 
sound policy and perhaps the primary 
duty of the trustee to liquidate it as 
soon as this can be advantageously 
done, and to reinvest the proceeds in 
qualifying securities which are more 
stabilized as to principal and income.” 


From address, pages 529-535, by L. H. Rose- 
berry, Vice President, Security-First National 
Bank of Los Angeles. 


“At least two employees of each 
trust institution should make a thor- 
ough study of insurance, and every 
policy received should be carefully 
checked in order to see that the spe- 
cific coverage required is always con- 
tained in the policy.” 


From article, pages 475-488, by R. R. Bixby. 


“T do not feel that trust companies 
are to be censured for adopting a 
safe practice when they are without 
legal authority for adopting some 
other practice that might result in a 
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surcharge, but I submit that in view 
of the hardship imposed upon life ten- 
ants by the trustee’s playing safe, it is 
our duty to get a clear definition of the 
Law as soon as possible,—to institute 
amicable litigation if necessary.” 


From address, pages 543-550, by George C. 
Jr., Vice President, Fidelity Trust 
Company, Pittsburgh. 


Burgwin, 


“Unless the talents, experience and 
judgment of all officers and employees 
having to do with the handling of 
investments are coordinated and 
brought to a focus on the investment 
matters arising in the Trust Depart- 
ment, then the institution falls short 
of compliance with the principle (re- 
quiring all the care and skill that it 
has or can reasonably acquire.)” 


From address, pages 536-542, by B. B. Brown, 
assistant Trust Officer, American Trust Com- 
pany, San Francisco. 


“The tragedy of the present situa- 
tion is that so many lawyers do not 
realize the fact that it is simply im- 
possible for any one to become pro- 
ficient in every field of the law, and 
no matter what the client’s problem 
is, are too frequently tempted to try 
to handle it alone. As a result the com- 
plaints filed with bar associations 
against the lawyers of today increas- 
ingly indicate that most of them are 
the result of some lawyer trying to 
practice in an unfamiliar field.” 


From excerpt, pages 502-504, by R. Allan Ste- 
phens, member General Council, American Bar 
Association, and Secretary, Illinois State Bar 
Association. 











“Stand Fast to Time-Proved Principles’’ 


LEON M. LITTLE 


President, Trust Division, American Bankers Association, and Vice-president, 
New England Trust Company, Boston 


URING the 
Washington 
conference, the 

word came to those in 
attendance, which was 
later sent to all banks, 
that Section 8 of the 
Banking Code had 
been eliminated. This 
meant that the Trust 
Department Statement 
of Principles which 
was embodied in this 
section of the Code was 
eliminated. 

I want very strongly to remind 
the various trust departments and 
their officers and employees, that 
this Statement of Principles ante- 
dated the Code and that it is to be 
considered in effect and effective 
for our guidance, even though it 
has no longer the force of law that 
its inclusion in the Code tempo- 
rarily gave to it. 

No more forward step has been 
taken in recent years affecting the 
work of trust departments than the 
new Federal Reserve examination, 
with which those of us who have 
not experienced it are in theoretical 
accord and those of us who have 
been examined are convinced is a 
very practical help to trust depart- 
ments and therefore, of course, to 
those whose property is in our care. 
It is a very strict examination but 
carried on in a constructive spirit 
which takes into consideration not 
only mechanical operation through 
safe custody of property and accu- 
racy of bookkeeping, but problems 
of management and intra-bank re- 
lationships. 





This examination is 
a progressive benefit 
and we welcome it. 

I have only one 
other matter to men- 
tion at this time, and 
that is the question of 
trust investments. 

Never in our gener- 
ation, and perhaps 
never in the history of 
trusteeships, has there 
been a time when there 
were so Many varying 
waves of public opinion 

as to the proper method for con- 
servation of principal and retention 
of reasonable income from invest- 
ments. To the membership of the 
trust division I would like to say 
that it is the duty of trustees to be 
conservative, that that conserva- 
tism is the primary reason we are 
selected to manage the affairs of de- 
cedents or of those who, for one 
circumstance or another, during 
their lives put property in our care, 
and it is that conservatism which 
we must translate into a forceful- 
ness which will enable us to with- 
stand the pressure of those who 
would have us sway first to one side, 
then to another, following the pro- 
nouncements of those who for the 
moment are most widely quoted as 
authorities either on investment or 
on the ultimate changes in our eco- 
nomic life. 

We must have the courage to 
stand fast to time-proved principles 
until the way is shown very defi- 
nitely and clearly to be away from 
those principles toward ones which 
appear to be permanently better. 
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It’s Our Job to Manage 
Estates and Trusts 


CITY BANK FARMERS TRUST 
COMPANY, America’s oldest trust 
company, whose charter marked 
the inception of corporate trustee- 
ship in this country, is today a 
trust company exclusively. It does 
no commercial banking business 
... sells no securities. Its entire 
personnel is dedicated to a single 
purpose — the care and manage- 


ment of the property of its clients. 


CITY BANK FARMERS TRUST COMPANY 


Chartered 1822 


22 William Street—New York 















EW income tax problems are more 
HK important to those who receive the 

property of a deceased person than 
the computation of the taxable gain or 
loss arising from its sale. The solution of 
this problem, for taxable years beginning 
after December 31, 1933, depends pri- 
marily upon Sections 113 (a) (5) and 
117 of the Revenue Act of 1934. As both 
of these sections involve a departure from 
prior law, they should be carefully anal- 
yzed. 
Section 113 reads in part as follows: 

“(a) Basis (unadjusted) of Prop- 

erty. The basis of-property shall be the 
cost of such property; except that— 
* * * (5) Property Transmitted at 
Death. If the property was acquired 
by bequest, devise or inheritance, or by 
the decedent’s estate from the decedent, 
the basis shall be the fair market value 
of such property at the time of such 
acquisition. * * *” 

















Committee Report 


The explanation for the enactment of 
this provision is set forth in the report of 
the Senate Finance Committee, in which, 
on page 34, it is said: 


“Under section 113 (a) (5) of the 
Revenue Act of 1932, the basis for de- 
termining gain or loss, for income-tax 
purposes, on the sale or other disposi- 
tion of property transmitted at death, 
is, in the following cases, the fair 
market value thereof at the time of the 
death of the decedent: 

(1) Where personal property was 
acquired by specific bequest; 

(2) Where real property was ac- 
quired by general or specific devise, or 
by intestacy. 

(3) Where the property, real or per- 
sonal, was acquired by the decedent’s 
estate from the deceased. 

























A Member of the St. Louis Bar. 


Sale of Decedent's Property —Gain or Loss 


Effect of Income Tax Provisions of the Revenue Act of 1934 Upon 
the Basis and Holding Period of Property 
Transmitted at Death 


By C. POWELL FORDYCE 


“In all other cases, if the property 
was acquired by will or intestacy, the 
basis is the fair market value of the 
property at the time of distribution to 
the taxpayer. 

“Included within the phrase ‘all other 
cases’ is personal property acquired by 
general or residuary bequest. Thus, 
where a trustee acquires personal prop- 
erty by general bequest, the basis of 
the property on a sale by him, is the 
value at the time of distribution to him. 
The basis to the executor, in all cases, 
is the value of the property at the date 
of the decedent’s death. 

“Oftentimes, the executor and trustee 
under a will are one and the same per- 
son. Thus, in the case of a general 
bequest of personal property, he is in 
a position to make use of one basis of 
valuation or the other according to 
which will most benefit the estate. The 
trustee, of course, may use a later basis 
than the executor, and where it is de- 
sired to sell personal property subject 
to a trust during the period of adminis- 
tration, the executor-trustee may de- 
termine whether it would be most 
advantageous to sell as executor or as 
trustee. Where the personal property 
has increased in value in the hands of 
the executor, under a general bequest, 
the property may be distributed to the 
trustee, who may use the higher basis 
in computing gain or loss on the sale, 
thereby diminishing the taxable incre- 
ment and greatly reducing or entirely 
avoiding the income tax. 

“Section 113 (a) (5) of the Revenue 
Act of 1932 is a reenactment of a simi- 
lar provision contained in the 1928 act. 
The change in the 1928 act was made 
because (as a result of the decision in 
Matthiessen vs. U. S., Nov. 7, 1927, 65 
Ct. Cls. 484, cert. den. 278 U. S. 609, 
which held that the date a residuary 
legatee acquired property was the date 
on which it was actually delivered to 
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him, and not the date of the decedent’s 
death) there was some doubt as to the 
meaning of the term ‘date of acquisi- 
tion’, which was the term used under 
the Revenue Act of 1926. (See Section 
204 (a) (5) Revenue Act of 1926, which 
is substantially similar to Section 204 
(a) (5) Revenue Act 1924 and Section 
202 (a) (3) Revenue Act 1921.) Since 
the 1928 act was passed the Supreme 
Court has defined the ‘date of acquisi- 
tion’ (as it occurred in the 1921 act) 
to mean the date of death in the case 
of all property passing by bequest, de- 
vise, and inheritance, whether real or 
personal. (Brewster vs. Gage, 280 U. S. 
327.) Section 113 (a) (5) of the House 
bill conforms to the language contained 
in the Revenue Act of 1926, so that a 
uniform basis rule may be required in 
the case of property passing at death, 
whether real or personal. The only 
change made by your committee to this 
paragraph of the House bill is to make 
it clear that if the property of the 
decedent is sold by the executor or other 
representative of the estate of the 
decedent, the basis for computing gain 
or loss from such sale is the fair market 
value at the date of death, which is the 
same basis adopted under the House 
bill when the property is sold by the 
beneficiary. * * *” (Matter in paren- 
thesis supplied.) 


Brewster v. Gage 


Being in effect a part of the present 
law, the Brewster case is worthy of more 
than passing attention. It was brought 
by one who was given an outright and 
indefeasible bequest of a share of the 
residue of an estate. Approximately two 
years after the testator’s death the New 
York Surrogates Court entered a final de- 
cree of distribution, pursuant to which 
certain stocks were delivered to the peti- 
tioner. Subsequently he sold these securi- 
ties and used as his basis, for computing 
gain or loss, their fair market value on 
the. date of the decree of distribution. 
The Commissioner of Internal Revenue, 
however, assessed an additional tax upon 
the theory that the 1918 and 1921 Rev- 
enue Acts prescribed fair market value 
at death as the basis. The Supreme Court 
upheld the Commissioner, saying: 

“Upon the death of the owner, title 

to his real estate passes to his heirs. A 


different rule applies to personal prop- 
erty. Title to it does not vest at once in 
heirs or legatees. * * * But immediately 
upon the death of the owner there vests 
in each of them the right to his dis- 
tributive share of so much as shall 
remain after proper administration and 
the right to have it delivered upon 
entry of the decree of distribution. * * * 
Upon acceptance of the trust there 
vests in the administrators or execu- 
tors, as of the date of the death, title 
to all personal property belonging to 
the estate; it is taken, not for them- 
selves, but in the right of others for the 
proper administration of the estate and 
for distribution of the residue. The 
decree of distribution confers no new 
right; it merely identifies the property 
remaining, evidences right of posses- 
sion in the heirs or legatees and requires 
the administrators or executors to de- 
liver it to them. The legal title so given 
relates back to the date of the death. 
* * * 

“Petitioner’s right later to have his 
share of the residue vested immediately 
upon testator’s death. At that time 
petitioner became enriched by its worth 
which was directly related to and would 
increase or decline correspondingly with 
the value of the property. And, not- 
withstanding the postponement of 
transfer of the legal title to him, Con- 
gress unquestionably had power and 
reasonably might fix value at the time 
title passed from the decedent as the 
basis for determining gain or loss upon 
sale of the right or of the property 
before or after the decree of distribu- 
tion. And we think that in substance it 
would not be inconsistent with the rules 
of law governing the descent and dis- 
tribution of real and personal property 
of decedents to construe the words in 
question to mean the date of death. 


Time of Acquisition 


“Undoubtedly the basis for the ascer- 
tainment of gain or loss on the sale of 
real estate by an heir or devisee is its 
value at the time of decedent’s death. 
That is ‘the time of such acquisition.’ 
The decree of distribution necessarily 
is later than, and has no definite rela- 
tion to, the time when the real estate 
passes. And generally specific bequests 
are handed over to the legatees soon 
after the death of the testator and such 
property may be and often is sold by 
them prior to the entry of the decree 
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for final distribution. In such cases 
gains or losses are to be calculated 
under these acts on value at the time 
of death. No other basis is or reason- 
ably could be suggested. 

“There is nothing in either of the 
acts or in their legislative history to 
indicate a purpose to establish two 
bases: (1) Value of real estate and 
specific bequests at time of death, and 
(2) value of other property at date of 
decree. * * * The generality of the 
words used in both acts indicates inten- 
tion that the value at the time of death 
of the decedent was to be taken as the 
basis in all cases. 

“The Revenue Act of 1918 and sub- 
sequent acts taxed incomes of estates 
during the period of the administration 
including profits on sales of property, 
and such gains are calculated on value 
at date of decedent’s death. There 
appears to be no reason why gains or 
losses to the estate should be calculated 
on one basis and those to the residuary 
legatees on another.” 


That this construction applies to the 
Revenue Act of 1926, as well as to prior 


revenue acts, is shown by the case of 
Security Trust Co. vs. Commissioner, 65 
Fed. (2d) 877, which was decided by the 
Circuit Court of Appeals of the Sixth 
Circuit on June 29, 1933. Moreover, as 
shown in this decision, the rule announced 
by the Supreme Court governs even 
though the residuary legatee be a trustee 
who is not appointed until some time af- 
ter the death of the testator, and who, of 
course, takes no interest in the property 
on the date of death. 

From these authorities, it may be tak- 
en as established that a legatee, or de- 
visee, who is given an outright and in- 
defeasible interest in the decedent’s 
property, must use the fair market value 
at death as his basis. But suppose that 
the interest is not an outright and in- 
defeasible one, but a remainder interest 
which will not vest in possession or en- 
joyment for a long period of years. The 
owner of such an interest might well 
argue that it is unjust and unfair to hold 
him responsible for changes in value tak- 
ing place before the property is subject 
to his control. However, it is extremely 
doubtful whether such a contention would 
be accepted by the Supreme Court for it 
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was ignored in the Brewster case, and in 
Taft vs. Bower, 278 U.S. 470, and Cooper 
vs. U. S. 280 U. S., 409, the court held 
that there is nothing unconstitutional in 
requiring a donee of property to pay a 
tax based in part upon accretions in value 
occurring while the property was owned 
by the donor. 


Remainders 


Although the Supreme Court has not 
as yet passed upon the application of the 
law to remainder interests, this matter 
has been considered by several Circuit 
Courts of Appeal. Thus in Hopkins vs. 
Commissioner, 69 Fed. (2d) 11 (C. C. A. 
7), it was held that the Revenue Acts of 
1924 and 1926 prescribe fair market 
value at death as the basis for property 
passing to one having a vested remainder 
interest. To the same effect are Huggett 
vs. Burnet, 64 Fed. (2d) 705 and Molter 
vs. Commissioner, 69 Fed. (2d) 7. Like- 
wise, in Warner vs. Commissioner, 343-A, 
C. C. H., par. 9403, the Circuit Court of 
Appeals for the Second Circuit, on July 
23, 1934, held that the 1926 act establishes 
the same basis for property received by 
one who takes a remainder interest which 
is vested subject to being divested. In the 
opinion Judge Hand said: 


“It perhaps may be doubted if a re- 
mainder interest, whether ‘indefeasibly 
vested,’ ‘vested subject to be divested’, 
or ‘contingent,’ is not ‘acquired’ at the 
date of the testator’s death within the 
meaning of the decision in Brewster vs. 
Gage, 280 U. S. 327. But the Supreme 
Court has not dealt with the question 
in case of remainders ‘vested,’ ‘vested 
subject to be divested’ or ‘contingent’, 
and we have preferred to assume, as 
other courts of the United States and 
the parties here have done, that a vest- 
ing of some recognized sort is necessary 
if the date of death, rather than the 
termination of the trust, is to be taken 
as the time when the interest of the 
taxpayer is ‘acquired.’ ” 


In accord is Chandler vs. Field (C. C. A. 
1), 63 Fed. (2d) 13. On the other hand, 
if the property of the decedent is received 
by one who has only a contingent re- 
mainder interest, the basis is the fair 
market value of the property at the time 
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the contingency happens (Pringle, et al. 
vs. Commissioner, C. C. A. 9, 64 Fed. (2d) 
863). 


Nature of Interest 


In spite of the fact that the federal 
courts follow local decisions in regard to 
the nature of a remainder (DeVaughn vs. 
Hutchinson 165 U. S. 566, 570, and Lane 
vs. Corwin, 63 Fed. (2d) 767), it is not 
always ar easy problem to determine 
whether such an interest is vested, vested 
subject to being divested, or contingent. 
Generally speaking, the intent of the 
testator as expressed in his will is of con- 
trolling importance. If such intent is not 
clear the law favors a vested remainder, 
especially where the beneficiary is a child 
of the testator. If the gift is to named 
persons, or to persons capable of ascer- 
tainment at the testator’s death, and these 
persons have a right of present enjoy- 
ment, or a fixed right to future enjoy- 
ment after the particular estate termi- 
nates, the remainder is vested. This con- 
clusion is stronger when the income from 
the property is payable during the period 
of the intervening estate to the persons 
prospectively entitled to receive the re- 
mainder; and when the postponement of 
possession is for the benefit of the estate, 
rather than for reasons personal to the 
remaindermen. On the other hand, the 
remainder is contingent if the conditional 
element is incorporated into the descrip- 
tion of the remaindermen, or gift to them; 
or if the gift is to a class of persons the 
members of which can not be determined 
until the time when the future interest 
vests in possession and enjoyment. 

If the decedent died after February 28, 
1913, if the property sold was owned by 
him at death, and if the sale takes place 
during taxable years beginning after 
December 31, 1933, these rules apply. The 
fact that different provisions were in 
effect at the time of death, or at the time 
the property was delivered to the tax- 
payer, is entirely immaterial. Such rules 
are varied to a certain extent, however, 
if the decedent died prior to March 1, 
1918, for Section 113 (a) (14) Revenue 
Act 1934 provides: 


“In the case of property acquired 
before March 1, 1913, if the basis other- 
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wise determined under this subsection, 
adjusted (for the period prior to March 
1, 1913) as provided in subsection (b), 
is less than the fair market value 
of the property as of March 1, 1913, 
then the basis for determining gain 
shall be such fair market value. * * * ” 
The words “for determining gain” are 
new; and were placed in the act to re- 
quire the use of the original basis, if less 
than the March 1, 1933, value, where loss 
is involved. See Report Senate Finance 
Committee on the 1934 Act, page 35. 


Preperty Purchased 


Of course, if the property sold by the 
beneficiary of the estate was not owned 
by the decedent at death, but was pur- 
chased by his executors or trustees, then 
the basis to the beneficiary upon sale 
thereof by him is the cost to the executors 
or trustees (Warner vs. Commissioner, 
supra). Moreover, even if a part or all of 
the property belonged to the decedent on 
the day of his death, the basis thereof is 
not always the fair market value at death. 
This follows from the fact that the part 
of Section 113 (a) (5) under considera- 
tion applies only to property transmitted 
by will or intestate law. It does not ap- 
ply to property held by the decedent and 
his wife as joint tenants or tenants by 
the entirety, for the interest of the de- 
ceased tenant passes by deed. In such 
cases the basis is the entire original cost 
of the property, notwithstanding the fact 
that a federal estate tax was paid upon 
the transfer thereof, and notwithstanding 
the fact that the surviving tenant fur- 
nished a part of the purchase price (Lang 
vs. Commissioner, 289 U. S. 109, and G. 
C. M. 6677, VIII-2, C. B. 172). This re- 
sult seems unjust, but it can be remedied 
only by Congress. Furthermore, although 
no authoritative decision has been ren- 
dered in regard thereto, it would seem 
that Section 113 (a) (5) does not govern 
when a widow rejects the will of her hus- 
band and elects to take that part of his 
property which is allowed her by law. 
According to the prevailing view, dower, 
curtesy and other statutory estates do 
not find their generating source in in- 
testate laws (In re Rogers’ Estate, Mo. 
Sup. Ct., 250 S. W. 576, and cases there 
cited.) 
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Nor does Section 113 (a) (5) establish 
an ironclad and automatic rule. For ex- 
ample an executor-beneficiary may ar- 
range for the payment of his commissions 
in assets of the estate, and thus give them 
a basis of fair market value at the time 
his fee is allowed. Likewise, a beneficiary 
who holds valid notes of the decedent has 
the option of proving them against the 
estate and making an arrangement for 
their discharge by the delivery of prop- 
erty, or destroying them and taking un- 
der the will. Furthermore, according to a 
district court decision (Merrell vs. Evans, 
8 Fed. (2d) 431), a taxpayer who exer- 
cises his privilege of buying assets of 
the estate for less than their market 
value, may use as his basis the amount 
which he paid therefor. 

One further matter should be men- 
tioned. The ascertainment of fair market 
value at death, for income tax purposes, 
is simplified if the estate is subject to 
death transfer taxes, for Article 596, Reg- 
ulation 77 provides: 


“For the purposes of this article, the 
value of property as appraised for the 
purpose of the federal estate tax, or 
in the case of estates not subject to that 
tax, its value as appraised in the state 
court for the purpose of state inheri- 
tance taxes, shall be deemed to be its 
fair market value at the time of the 
death of the decedent.” 


This article does not establish a conclu- 
sive presumption, but only a prima facie 
one which can be overcome by clear evi- 
dence (S. H. McConnell vs. Commissioner, 
29 B. T. A. 32, and Evans, et al. vs. Com- 
missioner, 29 B. T. A. 710). 


Section 117 


But even if one knows the basic value 
of inherited property, he cannot deter- 
mine the tax effects of a sale thereof 
without first ascertaining how long it has 
been “held.” This latter question was of 
considerable importance under the capi- 
tal gain and loss section of prior revenue 
laws. Under Section 117 of the 1934 Act, 
which embodies the most significant and 
far-reaching change made by the last 
Congress, it is even more important. This 
section supersedes section 23 (r) (s) (t) 
—limitation on stock losses—and section 
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101—apital gains and losses—of the 
1932 Act, and provides in part as fol- 
lows: 


“(a) General Rule. In the case of a 
taxpayer, other than a _ corporetion, 
only the following percentages of the 
gain or loss recognized upon the sale 
or exchange of a capital asset shall be 
taken into account in computing net 
income: 

“100 per centum if the capital asset 
has been held for not more than 1 year; 

“80 per centum if the capital asset 
has been held for more than 1 year but 
not for more than 2 years; 

“60 per centum if the capital asset 
has been held for more than 2 years 
but not for more than 5 years; 

“40 per centum if the capital asset 
has been held for more than 5 years 
but not for more than 10 years; 

“30 per centum if the capital asset 
has been held for more than 10 years. 

“(b) Definition of Capital Assets. 
For the purposes of this title, ‘capital 
assets’ means property held by the tax- 
payer (whether or not connected with 
his trade or business), but does not in- 
clude stock in trade of the taxpayer or 
other property of a kind which would 
properly be included in the inventory 
of the taxpayer if on hand at the close 
of the taxable year, or property held 
by the taxpayer primarily for sale to 
customers in the ordinary course of his 
trade or business.” 


Subsection (c) of Section 117 contains 
certain rules for the determination of 
the period during which the property has 
been held. For present purposes only 
paragraph 2 need be mentioned. It states: 


“(2) In determining the period for 
which the taxpayer has held property 
however acquired there shall be included 
the period for which such property was 
held by any other person, if under the 
provisions of section 113, such prop- 
erty has, for the purpose of determin- 
ing gain or loss from a sale or exchange, 
the same basis in whole or in part in 
his hands as it would have in the hands 
of such other person.” 


How does this paragraph affect the 
holding period of inherited property? 
Although the applicable article of Regu- 
lation 77 does not specifically answer this 
question, a fair reading of subsection (c) 
(2) would seem to indicate that such 
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property has been “held” from the date 
of the decedent’s death by one who ac- 
quires it at that time under Section 113 
(a) (5). This conclusion is strengthened 
by Helvering vs. New York Trust Co., 78 
L. Ed. 960, decided on May 28th of this 
year, in which the majority of the Su- 
preme Court approved the principle that 
the holding period begins to run from the 
date which establishes the basis. 

Of course, if the property is not “ac- 
quired” at death, as the current decisions 
say that it is not when it passes to a con- 
tingent remainderman, the holding period 
will commence upon the day when it is 
“acquired’”—the day when the contin- 
gency happens (see First National Bank 
of Boston vs. U. S. 343-A., C. C. H. par. 
9424 decided on August 7, 1934). 


New Problems 


Insofar as Section 117 (a) permits a 
part of the gain from the sale of prop- 
erty to be excluded from gross income, it 
will be of material benefit to trustees and 
executors. However, the provisions which 
specify the percentage of loss “taken into 
account” present new and complicated 
problems. For example, in a declining 
market, trustees will have to decide 
whether it would be more advantageous 
to retain the property, or to break the 
holding period by selling it. If the trend 
is not clear, they can gain some benefit 
by repurchasing after the thirty day 
wash-sale period expires (see Sections 
117 (c) (4) and 118 Revenue Act 1934. 
If they fear to chance possible fluctua- 
tions in value during this period, they 
might even suggest to the beneficiary that 
he purchase, and hold for thirty-one days, 
the same securities which they sell. 

Perhaps it might be said that such 
plans, which in effect give the taxpayer 
the option of accepting or rejecting the 
loss—limitation provisions of Section 117 
(a), constitute an illegal method of evad- 
ing income taxes. However, such a conten- 
tion is a most tenuous one. A taxpayer is 
not required to sit by idly twirling his 
thumbs until a tax liability alights on 
him. If he is warned of its approach, or 
if he sees it coming, he may seek such 
shelter as the law offers in an effort to 
escape or diminish its blow. 
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Losses Limited 


Subsection (d) of Section 117 should 
also be kept in mind. In part it states: 


“Limitation on Capital Losses. Losses 
from sales or exchanges of capital 
assets shall be allowed only to the extent 
of $2,000.00, plus the gains from such 
sales or exchanges. * * *” 


The following examples illustrates the 
application of this provision: 

(1) During the calendar year of 1934 
“A”, a trustee, has an ordinary net in- 
come of $10,000.00. He sells stock held for 
six months at a profit of $1,000.00, and a 
house held for three years at a profit of 
$5,000.00. He also exchanges bonds held 
nine years at a loss of $20,000.00, of which 
40%, or $8,000.00 may be “taken into ac- 
count.” His taxable income is $8,000.00— 
$10,000.00 (ordinary net income), plus 
$1,000.00 (100% of profit on stock), plus 
$3,000.00 (60% of profit on house), 
minus $4,000.00 (part of $8,000.00 loss 
on bonds “taken into account” equal to 
total capital gains “taken into account”), 
and minus $2,000.00 (arbitrary loss al- 
lowance). 

(2) During the calendar year of 1934 
“B”, a trustee, has an ordinary net in- 
come of $5,000.00. He sells stock held 
four years at a loss of $4,000.00 of which 
60%, or $2,400.00, may be “taken into 
account.” He has no capital gains. His 
taxable income is $3,000.00—$5,000.00 
(ordinary net income), minus $2,000.00 
(arbitrary loss allowance where no off- 
setting capital gains). 

Neither “A” nor “B” may carry over 
to 1935, or subsequent years, any part of 
the loss not used in 1934. 

(3) During the calender year of 1934 
“C”, a trustee, has an ordinary net income 
of $8,000.00. He sells land held by him 
for fifteen months at a profit of $5,000.00. 
He has no capital losses. His taxable in- 
come is $12,000.00—$8,000.00 (ordinary 
net income), plus $4,000.00 (80% of 
profit on sale of land). Having no actual 
loss, he is not entitled to the arbitrary 
loss allowance of $2,000.00. 

Under these circumstances a careful 
executor or trustee, who has power to 
distribute property to the beneficiary, be- 
fore selling at a loss, should ascertain 
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whether he or the beneficiary could secure 
a greater tax advantage from the loss. 
Although shifting of losses between a 
donor and donee is prevented by Section 
113 (a) (2)—which, where loss is in- 
volved, requires the donee to use the 
donor’s basis, or the fair market value on 
the day of the gift, whichever is lower— 
no similar limitation is imposed by the 
1934 act in respect of transfers by trus- 
tees or executors to beneficiaries. 

Due to the greater importance now at- 
tached to the time property has been 
“held,” a taxpayer should keep accurate 
records showing when each particular 
capital asset was “acquired,” and the 
amount paid therefor. If he does not, he 
may find that the deduction of losses, 
otherwise allowable, is prevented by the 
rule that when shares of stock are sold 
from lots purchased at different dates or 
at different prices, and the identity of the 
lots cannot be determined, the stock sold 
shall be charged against the earliest pur- 
chases of such stock (see Article 58, 
Regulation 77). The severity of this rule 
is illustrated by Kelchner vs. Commis- 
sioner, which was decided by the Board 
of Tax Appeals on October 3, 1934. In 
this case it was held that gain or loss 
must be computed upon the cost or other 
basis of the shares represented by the 
certificates actually turned over to the 
buyer, even though the delivery of such 
certificates was a mistake, and even 
though the taxpayer intended to sell other 
shares. 


Worthless Assets 


Before closing, attention should be 
called to two other aspects of Section 117. 
First, as it specifically applies only to 
sales or exchanges, it does not prevent 
the deduction of 100% of the loss sus- 
tained upon the total worthlessness of 
stock, the abandonment of a business as- 
set, or the total or partial uncollectibility 
of.a bond, note, or other evidence of in- 
debtedness. This being true, it is extreme- 


ly unwise to sell a worthless asset for a’ 


nominal consideration to establish a tax 
loss. Second, section 117 contains no pro- 
visions as to liquidating dividends, but 
leaves the matter of gain derived there- 
from to Section 115 (c) which states that 


such payments are to be treated as pay- 
ments in exchange for the stock, and that, 
despite the provisions of Section 117 (a) ; 
100% of such gain shall be taken into 
account in computing net income. The 
harshness of this provision will undoubt- 
edly cause taxpayers, who realize that 
they will receive more than the cost basis 
of their stock, to sell it prior to receipt 
of the liquidating dividend. By doing so 
they can secure the benefits of Section 
117 (a), and the purchaser of the stock, 
having a cost basis approximately equal 
to the amount of the dividend, will receive 
practically no taxable’ profit. Since noth- 
ing is said in Section 115 (c) in regard 
to losses arising from liquidating divi- 
dends, only the percentages thereof, per- 
mitted by Section 117 (a), may be de- 
ducted. 

From the foregoing observations, it is 
apparent that an intelligent application of 
the new revenue act is necessary in order 
to prevent the over-payment of taxes. 
Failure to so apply it by those to whose 
custody and control is committed the 
property of others, may lead to suits for 
mismanagement or breach of trust. 


Municipal Audits Recommended 


Tax bills can be materially reduced if tax- 
payers will take an aggressive interest in 
available methods of improving the credit 
of their respective municipalities. 

This opinion was expressed in a state- 
ment by Morris S. Tremaine, New York 
State Comptroller, to the New York State 
Society of Certified Public Accountants, 
November 13. 

Mr. Tremaine said it had been his experi- 
ence as state comptroller that one of the 
most effective ways to improve credit was 
through frequent audits of the municipali- 
ties financial affairs, either by reputable 
firms of certified public accountants or by 
the Bureau of Municipal Accounts in the 
comptroller’s department. 

“Scores of our municipalities,” he de- 
clared, “are undoubtedly entitled to much 
better credit than they now enjoy, and they 
could easily have it if investors were con- 
stantly supplied with the true facts as to 
their financial standing.” 

In the absence of these facts, naturally, 
investors are reluctant to purchase bonds, 
because “nobody likes to buy a pig in a 
bag.” 
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Circle 


DR. HAROLD STONIER 
National Educational Director American Institute of Banking 


HERE was an English play 

which was very popular several 

years ago and had a long run on 
the London stage. The play was called 
“Circle.” One of its choice bits of 
sophistication was contained in the 
speech of the leading woman in the 
play. She was engaged in conversation 
on the stage with a character who was 
complaining of the many conventions 
to which English people subject them- 
selves as opposed to continental Europ- 
eans. He expressed his feeling in these 
lines: “England is full of people who 
are doing things they do not want to 
do just because people expect it of 
them.” 


The heroine of the play replied: 
“TIsn’t that what you call a high degree 
of civilization?” 


It is hard in the complex life we lead 
to suggest particular motives for each 
act and be at all right in our designa- 
tions. Many times we feel an instinc- 
tive urge to break through restraining 
influences and express ourselves in lan- 
guage or actions which cannot be mis- 
understood; yet something restrains 
us, and that restraint is civiliza- 
tion. The savage or the beast feels 
no such restraint. He has no free- 
wheeling between emotion and action. 
The strength of civilization depends in 
large measure on our willingness to do 
things we do not want to do simply 
because other people expect them of us. 
By a strange alchemy of life, this re- 
straint is transformed into other free- 
doms and liberties which we could not 
obtain without the restraint. 


Nations, as well as individuals, are 
susceptible to this principle. A nation 
may at times appear to be above princi- 
ple, law, or restraint and may act just 


as it pleases. During the World War a 
great nation destroyed a treaty as a 
scrap of paper because it did not want 
to do the things others expected it to 
do by virtue of the treaty. In the scrap 
of paper episode, the nation was said 
to be uncivilized. Nations can break 
contracts with their own citizens or 
with others because it pleases the will 
of the rulers of the nation then in 
power. But history has always re- 
corded that even nations will suffer 
when they violate this fundamental 
principle in the law of civilization. The 
principle demands that we do those 
things we promise to do even though 
we have the power at times to over- 
ride them. 

In the personal sphere the principle 
operates quite as clearly as it does in 
a national way but perhaps not quite so 
dramatically. Many times we should 
like to “tell” people—customers, fellow 
employees, members of the family, 
friends. But we do not. The subtleties 
of the restraining influence of civiliza- 
tion make us keep on doing things we 
do not want to do. Many times argu- 
ments go on within us as to the priority 
of emotion over reason. It is often a 
struggle to be civilized. 

Dealing with other people as we all 
must, it is well for us from time to 
time to draw ourselves aside for a lit- 
tle personal inventory to see whether 
or not we are achieving our best 
through contacts with others. As we 
think the matter through, we shall 
probably find that in doing the things 
we do not want to do because other 
people expect them of us, we help to 
bring into existence by those very acts 
the liberties which civilization permits 
us to enjoy and through which we at- 
tain our life’s objectives. 





The Uniform Principal and Income 
Act in Operation 


By A. L. GRUTZE 
Vice-President and Trust Officer of Title and Trust Company, Portland, Oregon. 


Act is in its fourth year of trial 

in Oregon, it having been adopted 
on June 6, 1931. Many inquiries have 
been received as to how the act is work- 
ing out and what litigation has been 
instituted to test the act or any of its 
provisions. These inquiries are best an- 
swered by the fact that no amendments 
were proposed in the regular session of 
the Oregon legislature early in 1933, or 
in the special session late in the year, 
and to date I have heard of no amend- 
ments proposed for our next regular 
legislative session which convenes in 
January, 1935. Furthermore, I do not 
know of a single law action brought 
under the act in any court in the state. 


4 Uniform Principal and Income 


This experience is alone proof of the 
merit of the act in its application. 

Lack of litigation does not mean there 
have not been contentions in defining 


between income and principal in the 
administration of trusts. I have been 
called into conferences a number of times 
to settle differences between life tenants 
and remaindermen, but in every case 
these differences were settled immedi- 
ately by applying the principles set out 
in the act. 

From inquiries it is apparent that too 
few of those actively engaged in trust 
administration have given the act the 
study and consideration it warrants. 

First, it does not take away from the 
settlor or creator of the principal of a 
trust the right to set up his own formula 
for the ascertainment of income and 
principal and any such provision or 
direction in the instrument creating the 
trust shall control notwithstanding the 
act, unless otherwise contrary to law. 
The act covers the division of principal 
and income in all cases where there is 
no contrary provision in the trust instru- 


ment but I have not found a single con- 
trary provision placed in any trust in- 
strument since the law became effective. 


Apportionment of Stock Dividend 


Most trust officers were in a continual 
dilemma just a few years ago on the 
question of whether stock dividends and 
the proceeds of share rights constituted 
principal or income. Numerous court 
actions were brought to settle this ques- 
tion and many cases are not yet settled. 
If the trust officer could not get the con- 
tending parties to arbitrate their differ- 
ences, his only recourse was to let the 
courts decide. In many cases the trust 
officer could not accept an arbitration or 
settlement by agreement on account of 
the possible rights of unborn children. 
The act settles just about every con- 
tingency that can arise from dividends. 

Dividends on shares of a corporation 
which form a part of the principal and 
are payable in the shares of the corpora- 
tion shall be deemed principal and all 
dividends payable otherwise than in the 
shares of the corporation itself, includ- 
ing ordinary and extraordinary dividends 
and dividends payable in shares or other 
securities or obligations of corporations 
other than the declaring corporation, 
shall be deemed income. Where the 
trustee shall have the option of receiving 
dividends either in cash or in shares of 
the declaring corporation, such dividends 
shall be considered as cash dividends and 
deemed income irrespective of the choice 
made by the trustee. All rights to shares 
or other securities or obligations of a 
corporation accruing on account of the 
ownership of shares or other securities in 
such corporation and the proceeds of any 
sale of such rights shall be deemed prin- 
cipal but ali similar rights accruing on 
account of the ownership of shares in 
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another corporation shall be deemed in- 
come. 

In some cases the foregoing may seem 
unjust but in the average trust it works 
out fairly for all beneficiaries and in- 
sures the trustee control of the original 
proportion of stock held at the inception 
of the trust. The creator of the trust can 
provide otherwise to suit any unusual or 
extraordinary situation. 

Where the assets of a corporation are 
liquidated all amounts paid upon cor- 
porate shares as cash dividends declared 
before liquidation occurred, or as arrears 
of preferred or guaranteed dividends, 
shall be deemed income, and all other 
amounts paid upon corporate shares or 
disbursements of corporate assets shall 
be deemed principal. However, all dis- 
bursements of corporate assets to the 
stockholders, whenever made, which are 
designated by the corporation as a return 
of capital.or division of corporate prop- 
erty shall be deemed principal. 


Dividends accrue to the persons en- 
titled thereto on the dates specified by 
the corporations as those on which the 
stockholders entitled thereto are deter- 
mined or in default of specified dates, 
the payment dates of the dividends shall 
govern. 

In a corporate merger or reorganiza- 
tion where shares of the succeeding cor- 
poration are issued in substitution for 
those of the original corporation, the 
two corporations shall be considered a 
single corporation, but two corporations 
shall not be considered a single corpora- 
tion merely because one owns corporate 
shares of or otherwise controls or directs 
the other. 


Prior to the adoption of ‘the act, Ore- 
gon trustees as a rule followed the prin- 
ciples set forth in the Gartenlaub estate 
decisions in California on accounting 
for premiums and discounts on bond pur- 
chases and sales. Under the act amorti- 
zation of both premiums and discounts 
is eliminated and any loss or gain real- 
ized shall fall upon or inure to the 
principal and during the life of the bonds 
they shall be carried at their value at the 
time the principal is established, or at 
their cost when purchased later, regard- 
less of the sale or maturity value. Over 
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a period of years the premiums and dis- 
counts should equalize and the principal 
be maintained. 

Where a trustee is authorized to use 
any part of the principal in the continu- 
ance of a business which the creator of 
the trust had been carrying on, any 
profits of such business attributed to the 
principal shall be deemed income, and 
net income shall be computed in accord- 
ance with the customary practice of such 
business but not in such a way as to 
decrease the principal. Increase in the 
value of a business shall be deemed prin- 
cipal and losses after income has been 
exhausted shall fall upon principal. If a 
business consists of buying and selling 
property, the net profits for any period 
shall be ascertained by deducting from 
the gross returns during, and the inven- 
tory value of the property at the end of 
such period, the expenses during and the 
inventory value of the property at the 
beginning of such period. 


Live Stock and Natural Resources 


Where a part of the principal of a 
trust estate comprises live stock which 
is held or retained partly or wholly be- 
cause of its reproductive qualities, the 
offspring or increase on such live stock 
shall be deemed principal only to the 
extent necessary to maintain the original 
quantity of such live stock and all the 
remainder shall be deemed income. The 
foregoing applies, for example, to operat- 
ing a sheep or cattle ranch in a trust 
estate. In operating a dairy ranch, the 
offspring or increase of the live stock 
shall be deemed income. 

If any part of the principal consists 
of lands from which may be taken tim- 
ber, mineral, oil, gas, or other natural 
resources, and the trustee or tenant in 
possession is authorized by the will or 
trust instrument creating the principal, 
or by law, to sell or dispose of such 
natural resources, the net proceeds there- 
from shall be considered principal, but 
nothing in the act shall be construed to 
abrogate any right which a tenant may 
otherwise have to work mines or quarries, 
or to cut or consume timber or other- 
wise to make use of natural resources of 
such lands. This provision rightfully con- 
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serves to a trust estate the value of 
natural resources but protects a tenant 
in his rights existing by contract or 
agreement at the time the trust is 
created.* 

Determination of principal and income 
where property is subject to depletion 
has been a frequent source of litigation. 
The Oregon act provides that where any 
part of the principal consists of property 
such as leaseholds, patents, copyrights 
and royalty rights and the trustee or 
tenant in possession is not under any 
duty to change the form of investment, 
the full amount of rents, royalties, or the 
return from such property shall be in- 
come to the tenant; but where the trustee 
or tenant is under a duty arising by law 
or because of the direction of the creator 
of the principal to change the form of 
investment either at once or as soon as 
it may be done without loss, then the rent 
of such property shall be deemed income 
and the remainder principal. 


Unproductive Real Estate 


Most trustees have considered that the 
entire proceeds from the sale of unpro- 
ductive property, less the expenses of 
making such sale, is principal. This, in 
a great many cases, is manifestly unfair, 
since a parcel of vacant real estate might 
be valued at a nominal amount at the 
time the trust is created and through 
changes in the immediate district in- 
crease in value considerably. A life ten- 
ant under such circumstances should 
receive recognition. To cover this the Act 
provides that where any part of a prin- 
cipal in the possession of a trustee con- 
sists of realty or personality which for 
more than a year and until disposed of 
has not produced an average net income 


* Section 9 of the final draft of the Uniform Princi- 
pal and Income Act states: ‘‘Where any part of the 
principal consists of property in lands from which 
may be taken timber, minerals, oils, gas or other 
natural resources and the trustee or tenant is author- 
ized by law or by the terms of the transaction by 
which the principal was established to sell, lease or 
otherwise develop such natural resources, and no pro- 
vision is made for the disposition of the net proceeds 
thereof after the payment of expenses and carrying 
charges on such property, such proceeds, if received 
as rent on a lease, shall be deemed income, but if 
received as consideration, whether’ as royalties or 
otherwise, for the permanent severance of such natural 
resources from the lands, shall be deemed principal 
to be invested to produce income.” 
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of at least 1 per cent per annum of its 
value at the time it first became a part 
of principal, and the trustee is under a 
duty to change the form of the invest- 
ment as soon as it may be done without 
sacrifice of value, and such change is 
delayed but is made before the principal 
is finally distributed, then the tenant, or 
in case of his death, his personal repre- 
sentative, shall be entitled to share in the 
net proceeds received from the property 
as delayed income, to the extent that such 
income shall be the difference between the 
net proceeds derived from the property 
and the amount which, had it been placed 
at simple interest at the rate of 6 per cent 
per annum for the period during which 
the change was delayed, would have pro- 
duced the net proceeds at the time of 
change; but in no event shall such income 
be more than the amount by which the 
net proceeds exceed the value of the prop- 
erty at the time it became a part of the 
principal. The net proceeds of the sale 
shall consist of the gross proceeds re- 
ceived from the property less any ex- 
pense incurred in disposing of it and also 
less all carrying charges which have been 
paid out of the principal during the 
period while it has been unproductive. 
If, however, a tenant has received any 
income from the property, or has had 
any beneficial use thereof during the pe- 
riod while the change has been delayed, 
his share of the delayed income shall be 
reduced by the amount of such income 
received or the value of the use had. In 
the event of their being successive ten- 
ants, the delayed income shall be divided 
among them or their representatives 
according to the duration of time for 
which each was entitled to income. 


Administrative Expenses 


Provision is made that all ordinary 
expenses incurred in connection with a 
trust estate or its administration and 
management, including regularly recur- 
ring taxes assessed against any portion 
of the prinicipal, water rents, premiums 
on insurance taken upon the estate of 
both tenant and remainderman, interest 
on mortgages, ordinary repairs, trustee’s 
compensation (except commissions com- 
puted on principal), compensation of 
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assistants, and court or other fees on reg- 
ular accountings shall be paid out of 
income. 

All other expenses, including trustee’s 
commissions computed upon principal, 
cost of investing or reinvesting princi- 
pal, attorney’s fees and other costs in- 
curred in maintaining or defending any 
action to protect the trust property or 
assure the title thereto, unless due to the 
fault or cause of the tenant, and costs 
of, or assessments for improvements to 
property forming part of principal, shall 
be paid out of principal. Also, any tax 
levied by any authority, either federal, 
state or foreign, upon profit or gain de- 
fined as principal, shall be paid out of 
the principal, notwithstanding said tax 
may be denominated a tax upon income 
by the taxing authority. 


Where expenses to be paid out of in- 
come are of unusual amount the trustee 
may distribute such expenses through an 
entire year or part thereof or even 
throughout a series of years. Where the 
costs of special taxes or assessments for 
an improvement to property held by the 
trustee and representing an addition of 
value to the property are paid out of the 
principal, the trustee shall reserve out of 
income and add to the principal each year 
a sum equal to the cost of the improve- 
ment divided by the number of years of 
the reasonably expected duration of the 
improvement. 


Where either a tenant or a remainder- 
man has incurred an expense for the 
benefit of his own estate and without 
the consent or agreement of the other, he 
shall pay such expense in full, but both 
parties may enter into a legal agreement 
to provide otherwise. Where the cost of, 
or special taxes or assessments for an 
improvement to property and represent- 
ing an addition to the value of such 
property, are not reasonably expected to 
outlast the estate of the tenant, such 
cost or assessment shall be paid by the 
tenant. In all other cases a portion only 
shall be paid by the tenant and such por- 
tion shall be ascertained by taking that 
percentage of the total which is the result 
of dividing the present value of the ten- 
ant’s estate by the present value of an 
estate of the same form as that of the 
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tenant, except that it is limited for a 
period corresponding to the reasonably 
expected duration of the improvement. In 
order to avoid differences as to the life 
expectancy of a tenant, the computation 
of the present value of an estate shall be 
made according to the American Experi- 
ence Tables of Mortality. 


Rights of Decedent’s Estate to Income 


Many disagreements arise on the death 
of life tenants over the question of 
whether or not their estates are entitled 
to the income to the date of death, and, 
if so, whether payment shall be of in- 
come in the hands of the trustee as of 
that date or shall include accrued but not 
matured income. The act settles any ques- 
tions of this nature that can possibly 
arise as follows: 


“Whenever a tenant shall have the 
right to income from periodic payments 
which shall include rent, interest on 
loans and annuities, but shall not in- 
clude dividends or corporate shares, and 
such right shall cease and determine by 
death or in any other manner at a time 
other than the date when such periodic 
payments should be paid, he or his per- 
sonal representative shall be entitled to 
that portion of any such income next 
payable as the time elapsed from the 
last due date of such periodic payments 
to and including the day of the deter- 
mination of his right bears to the total 
period during which such income would 
normally accrue. The remaining income 
shall be paid to the person or persons 
next entitled thereto by the terms of the 
transaction under which the principal 
was established. But no action shall be 
brought to recover such apportioned in- 
come or any portion thereof until after 
the day on which it would have become 
due but for the determination of the 
right of the tenant entitled thereon. The 
provisions of this section shall apply 
whether an ultimate remainderman is 
specifically named or not. Likewise, 
when the tenant first becomes entitled 
to take such periodic payments as in- 
come at a time other than their pay- 
ment dates, he shall only receive that 
portion of such income as the period 
during which he has been so entitled 
bears to the total period during which 
such income would normally accrue.” 


Exception of corporate dividends is 
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made in this section as they are payable 
to the persons entitled thereto as already 
noted above. 


Commissions of Trustees 


I would draw particular attention to 
the charging of trustee’s commissions 
computed on principal to the principal of 
the trust. It has been a common practice 
to base the trustee’s fees either on a per- 
centage of income or principal and deduct 
or pay it from income. This practice in 
effect charges all the expense of admin- 
istration of a trust to the life tenant, 
which is not just. The trustee does as 
much for the remainderman in the ad- 
ministration and conservation of a trust 
as it does for the life tenant. The re- 
sponsibility to the remainderman is far 
greater and he therefore should be 
charged for the services rendered. I an- 
ticipate that within a very few years the 
schedules of the trust companies are 
going to be changed to a combination fee 
basis of a percentage of income to be 
charged to the life tenant and a per- 
centage of principal to be charged against 
the corpus of the trust. It only requires 
a slight change in the fee schedule of 


the Trust Companies Association of 
Oregon to effect this change. 

The Principal and Income Act as 
adopted in Oregon is not an exact copy 
of the act as finally approved by the Con- 
ference of Commissioners: on Uniform 
State Laws, but is a copy of the 
draft as submitted to the conference 
which made slight changes of no par- 
ticular importance. It is to my mind the 
most constructive legislation affecting the 
administration of trusts that has been 
introduced in many years. Personally I 
am opposed to too much legislation and 
too many laws, but this act comes in the 
class of outstanding progressive legisla- 
tion for the elimination of litigation and 
cluttering up of our courts with un- 
necessary law-suits and at the same time 
expedites justice to all interests in the 
estate or trust. 


EpITor’s Note: The complete text of 
the Uniform Principal and Income Act, 
as finally approved and adopted by. the 
National Conference of Commissioners 
on Uniform State Laws, was published 
in the October, 1931, issue of TRUST 
Companies Magazine. 


Vice-president and Members of Executive Committee, Trust 
Division, American Bankers Association 


MERREL P. CALLAWAY 
Vice-president Guaranty Trust 
Company, New York, elected 
Vice-president of Trust Division 
for ensuing year. 


I. F. FREIBERGER 
Vice-president, Cleveland Trust 
Company, Cleveland, elected 
member of Executive Committee 
for one year. 


JAMES W. ALLISON 
Vice-president, First and Mer- 
chants National Bank, Rich- 
mond, Va., elected member of 
Executive Committee for 3 years. 
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The Old Second Street Market 


HE thrift and prudence of early Philadel- 
phians were reflected in the careful planning 
of their property for the continuing 
benefit of their families, many of 
which today use the estate and trust 


servicesof Provident TrustCompany. 














Fiduciary Course — Article 6 


Adequate Insurance Protection for the Trust Estate and the 
Trustee—Community Trusts or Foundations 


By R. R. BIXBY 


bilities of Trustee,” October issue, 
we stressed the fact that— 


“The trustee is required to execute the 
trust strictly in accordance with the 
terms of the instrument which created 
the trust, and in so doing must exercise 
the skill, prudence and diligence which 
an ordinary man would use in the con- 
duct of his private affairs. Good faith 
and honesty must guide every move of 
the trustee if liabilities are to be avoided, 
and the trustee must always exclude all 
private interests, and act exclusively 
for the best interests of the beneficiaries 
of the trust.” 


We also cautioned the reader to— 


“Remember that the general trend of 
judicial opinion seems to be that a cor- 
porate trustee should be charged with 
a greater degree of responsibility than 
an individual trustee.” 


IT: Article 5, “General Duties and Lia- 


The foregoing points have been re- 
peated because of their especial signifi- 
cance when considering what constitutes 
adequate insurance protection for the 
trust estate and the trustee. 


Trustee’s Duty and Liability 


It is the duty of the trustee to carry 
adequate insurance coverage on the trust 
property, and if the trustee neglects to 
do so and loss occurs the trustee will be 
held liable for the loss. 

Weight of authority holds that a trust 
estate cannot be held liable for torts 
committed by the trustee. 

The trustee and not the trust estate is 
liable to third persons for torts either of 
misfeasance or of nonfeasance in failing 
to take proper care of the trust property, 
irrespective of the trustees possible right 
to reimbursement from the trust estate 
for damages paid to third parties, pro- 
viding the trustee has exercised due 


diligence and acted in good faith for the 
best interests of the trust estate. 

Reading matter in “Trust Functions 
Simplified” regarding insurance from 
the standpoint of a fiduciary will be 
found on pages 80-85. There we en- 
deavored to state concisely the vital facts 
which should be carefully considered by 
the fiduciary in connection with ade- 
quate insurance protection for the trust 
estate, together with conclusions and our 
recommendations. 


Suggested Safeguards 


In addition to the suggestions given in 
the above referred to pages, we wish to 
emphasize the following: 

Be sure ample insurance is carried to 
protect against loss by robbery, larceny, 


burglary, theft, hold-up, misplacement or 
destruction of any property under your 
care. 

Always carry public liability insur- 
ance. 

When in your capacity as trustee you 
purchase real estate, wherever possible 
to do so, always secure a policy of title 
insurance. 

If in your fiduciary capacity, you 
should be operating a business, consider 
the advisability of carrying use and oc- 
cupancy insurance. 

Consider the advisability of carrying 
rent insurance on all income you receive 
from rents in your fiduciary capacity. 

At least two employees of each trust 
institution should make a thorough study 
of insurance, and every policy received 
should be carefully checked in order to 
see that the specific coverage required is 
always contained in the policy. 

Insurance is a matter that should re- 
ceive prompt attention, and you should 
always be sure that adequate protection 
is provided. 
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Be certain that your methods of opera- 
tion will always assure you that all poli- 
cies received are carefully reviewed to 
see that they are in proper form and do 
not contain any misstatement of facts as 
to the legal ownership of the insured 
property, etc. 

Read the restrictions carefully, having 
in mind the specific property, and be sure 
there is no possibility of any conditions 
of the policy being violated which would 
void the insurance. 

When satisfied that the policy is in 
proper form and meets the requirements 
for which it has been secured, make 
proper tickler entries to assure your at- 
tention being promptly called to the mat- 
ter of renewals. 

Always bear in mind that rates of in- 
surance frequently may be greatly re- 
duced by improving physical conditions 
in and about the property which will 
cause a reduction of the hazard. 

If for any reason any trust institu- 
tion does not now follow the practice of 
covering all real estate with public lia- 
bility insurance under a blanket or mas- 
ter policy which protects it as a corpo- 
rate entity, as well as the various trust 
estates for which they are responsible, 
against any claim or liability through 
automatic coverage, by all means take 
steps at once to get such coverage. 

See report prepared for the members 
of the Trust Division, American Bank- 
ers Association, by its Committee on 
Liability Insurance for Fiduciaries in 
cooperation with the Insurance Com- 
mittee of the American Bankers Asso- 
ciation; reported TRUST Companies 
Magazine, February, 1933, issue, pages 
245-246; “Year Book,” Trust Division, 
American Bankers Association, 1932-33, 
pages 62-64. 

In connection with automatic protec- 
tion in regard to public liability insur- 
ance, excerpts from the Committee’s re- 
port follow: 

“Attention is called to the rule with 
respect to additional interests as stated 
in the Manual of Liability Insurance, 
effective August 15, 1932, issued by the 
National Bureau of Casualty and Surety 
Underwriters, One Park Avenue, New 
York, N. Y. The rule, so far as it is of 
interest to trust institutions,' follows: 
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Policies shall be written to cover one 
insurable interest, that is, one individual, 
co-partnership, corporation or estate, sub- 
ject to the following rules: 


1. No additional charge. The interests 
listed below may be included without 
additional premium charge. 

(a) Executors, administrators, trustees 
or beneficiaries on policies covering 
estates of deceased persons or liv- 
ing trusts. 

(c) Agents having care, custody, con- 
trol and operation of property on 
policies covering owners or general 
lessees and agents jointly. 

(h) Trustees or members of boards of 
governors on policies covering 
charitable, educational or religious 
institutions. 


“Such a master policy is continuous in 
form and has no anniversary date, its 
purpose being to provide continuous pro- 
tection through over-riding coverage. 

“As each estate comes into the hands 
of the fiduciary, a certificate is made out 
listing the property to be covered and 
the limit of liability. No charge is made 
for the master policy, the premiums be- 
ing paid at standard rates as coverage is 
procured under each certificate. These 
rates are usually fixed upon the basis of 
value or rental in the case of dwellings 
or apartments; in the case of vacant 
property, on a lineal foot basis; in the 
case of business enterprises, a flat pre- 
mium is fixed depending upon the limits 
of liability, etc. Up to a specified limit, 
therefore, the master policy will cover 
the fiduciary both individually and in its 
representative capacity automatically and 
the coverage is tentative, so to speak, 
and must be paid for only if taken ad- 
vantage of by notice to the company 
within the time limit specified. It is vital- 
ly important whenever coverage may be 
obtained, not to be dependent upon the 
issuance of specific policies, nor upon 
some officer or employee remembering to 
take out policies upon that property. The 
value of this plan lies in its uniform 
coverage under all circumstances and the 
extension of a reasonable time to the 
fiduciary in which to report various items 
of property upon which the premium 
charges will be based. 

“Under the plan as outlined above 
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separate premium statements may be 
rendered by the insurance company 
showing the particular charges against 
each estate and trust, the amount of pre- 
miums varying, of course, with the num- 
ber of items of property covered in that 
particular account. This charge will in 
turn be passed on by the fiduciary to 
each estate and trust just as would have 
been the premium charge had separate 
policies been issued. 

“Also, it is possible for fiduciaries to 
have policies covering them as trustees 
extended to cover them individually and 
without extra cost. Some trust institu- 
tions, when finding themselves in the 
possession, say, of real estate on opening 
a trust estate, immediately obtain a lia- 
bility policy running to the trustee or 
trustees in their fiduciary capacity, and 
also individually, reading, for example: 
‘Blank Bank and Trust Company, Trus- 
tee under the will of Richard Roe, de- 
ceased, and Blank Bank and Trust Com- 
pany individually.’ ” 

Prior to August 6, 1934, the additional 
interest rules in the Manual of Liability 
Insurance provided that executive officers 
of a corporation may be included with- 
out additional premium charge on poli- 
cies covering the corporation, provided, 
however, that executive officers who are 
owners or lessees of the premises occu- 
pied by the corporation shall not be in- 
cluded without charge, unless they own 
or financially control the corporation. 

As of August 6, 1934, this rule was 
amended to provide that executive offi- 
cers of a corporation may be included on 
policies covering the corporation, in 
which event an additional premium 
charge of 10 per cent. shall be made. 
This rules does not .however apply to 
executive officers who are owners or les- 
sees of the premises occupied by the 
corporation. 


Test Questions 


In the administration of your duties 
in various corporate fiduciary capacities, 
questions involving insurance from many 
angles will be constantly arising. There- 
fore, you should make a special study of 
the subject and be qualified to discuss 
and intelligently and advisedly answer 
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the following twelve important questions 
re insurance: 


1.What would happen if property 
acquired by us as executor, adminis- 
trator or guardian, or in any other 
fiduciary capacity, should be destroyed 
before we determined whether or not 
it was insured? 

.In our fiduciary capacity we hold the 
note of John Doe secured by a deed of 
trust on his home. The home is valued 
at say $10,000, and is insured for that 
amount. The loan is for $4,000. Should 
we hold all insurance or just enough to 
protect the loan? 

. Should we accept a co-insurance clause 
on fire insurance where we as trustee 
or executor hold a mortgage? 

. Should cut-rate or mutual or recipro- 
cal insurance be accepted to protect 
property held in our name as trustee, 
executor, etc.? 

. What is our liability for injury to the 
public when the injury occurs on prop- 
erty held by us as executor, trustee, 
etc. ? 

. What would happen if one of the public 
were injured on property held by us as 
trustee, executor, etc., before general 
liability insurance could be placed? 

.Are all elevators in office buildings, 
apartment houses, etc., under our con- 
trol covered with liability insurance in 
sufficient limits? 

. Should a boiler located on property 
which is held by us as trustee, executor, 
etc., explode—what is our liability? 

. What insurance would be acceptable to 
us as trustee under a corporate deed 
of trust to secure a bond issue? 

. Should we ask for earthquake or tor- 
nado, or use and occupancy insurance 
in a deed of trust to protect bond- 
holders ? 

. Should we insist upon a form of “Door 
to Door” coverage on our Registered 
Mail Policy? 

. Should we make it a practice to insure 
stock when sending it by registered 
mail? 


Community Trusts or Foundations 

A community trust is a public trust 
fund consisting of gifts of money and 
property, large and small, from public 
spirited citizens, to be used for such 
charitable, educational and benevolent 
purposes as may contribute to the gen- 
eral welfare, health and happiness of the 
people of the community. 
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The fact that trusts created for the 
public good may have perpetual existence 
has in the past resulted in many such 
trusts being established by persons who 
have wished to accomplish a certain def- 
inite purpose and, in order to assure 
themselves that their plans will be car- 
ried out, they have made the provisions 
of their trusts so fixed and unalterable 
as to allow for no discretionary powers 
to be shown by their trustees. In many 
of these cases time has so changed con- 
ditions that the trusts fail to accomplish 
the purposes for which they were estab- 
lished. 


Provisions Failed to Accomplish Testator’s 
Wishes 


To illustrate how time changes condi- 
tions so that the provisions of the trusts 
are frequently not sufficiently elastic to 
accomplish the purposes for which the 
trust was intended, we quote a number 
of cases that have been cited in various 
addresses by Ralph Hayes, director of 
the New York Community Trust. 

“A resident of Cork had trusteed funds 
to support in that city ‘poor old men of 
the Protestant religion that had been 
soldiers.’ Two hundred years later, not 
only did the principal remain, but with 
it a large accumulation of unused in- 
come had grown up. Expending the pro- 
ceeds had proved less simple than was 
anticipated. All Cork had been unable to 
provide sufficient superannuated and in- 
digent warriors of Protestant persuasion 
to require the available sums! 

“The founder of a free school for boys 
had taken occasion to view with alarm 
the inferiority of the sheep then being 
bred in England and in order that the 
scholars in his school might be fed upon 
the best of mutton, he prescribed in ut- 
most detail the size and weight of the 
carcasses to be bought by the college 
authorities. But about the time of our 
War of Independence, some extraordi- 
nary accomplishments in Leicestershire 
were instrumental in revolutionizing 
sheep-breeding in the British Isles, and 
thereafter the minute specifications in 
that old will, instead of procuring the 
choicest mutton to be had, brought only 
the culls of the market. 


TRA. 


“A Georgia resident left by will a 
fund to construct a poorhouse. His trus- 
tees were faced with the circumstance 
that the amount left was too small to 
build an almshouse and, in addition, the 
community already had one, erected by 
the municipality itself and fully sufficient 
for its needs. They therefore proposed, 
instead of duplicating the existing insti- 
tution, to construct an adjunct to it or 
a department of it, namely a technologi- 
cal or manual school, for the instruction 
both of the inmates of the almshouse and 
of other citizens of the county who de- 
sired such schooling. The courts felt ob- 
liged to veto the program. The instruc- 
tions of the will were plain and it was 
possible—however inexpedient or waste- 
ful—to execute them. 


Examples of Malformed Trusts 


“One of them in Connecticut was lim- 
ited to the use of ‘worthy deserving, 
poor, white, American, Protestant, Demo- 
cratic widows and orphans residing in 
the town of Bridgeport.’ In the days 
prior to woman suffrage there was some 
question as to how widows established 
themselves as Democrats. But the Su- 
preme Court of the state settled that. It 
gravely decided that the surviving spouse 
of a deceased husband who had been ac- 
customed to vote the Democratic ticket 
was a ‘Democratic widow.’ 

“In New Hampshire the will of a pa- 
triotic citizen left a fund to provide 
United States flags for the town of Co- 
rinth. After his death it required a law 
suit and a judgment of the New Hamp- 
shire Supreme Court before the trustees 
could learn whether the terms of the 
bequest permitted them to procure poles 
on which to fly the flags and rope with 
which to hoist them 

“When Brown College was incorpo- 
rated in 1764 it received substantial gifts 
from the Providence merchant for whom 
it was named and from other benefac- 
tors. Then as now an enlightened seat of 
liberal learning, its ancient charter, 
though written when sectarian lines were 
tightly drawn, contained the generous 
provision that, while predominantly a 
Baptist college, its governing board 
should contain some Congregationalists, 
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some Episcopalians, and five Quakers. 
But in the course of a century and a half 
the supply of Quakers began to run 
short. What had been an emancipating 
clause became a shackling one and a ca- 
pable committee of lawyers, with Charles 
Evans Hughes a member, was named to 
remedy the defect in the charter. The 
committee favored the change, the uni- 
versity desired it and the legislature of 
Rhode Island was prepared to approve 
it. But the lawyers concluded that there 
simply wasn’t any legal method of cor- 
recting the pre-Revolutionary charter! 
Accepting funds from those colonial con- 
tributors, under a definite scheme pro- 
viding for a board with five Quakers on 
it had set up a contractual obligation, 
the committee reported, which a court of 
equity would hold was violated by any 
attempt to repair the charter without 
the approval of men two centuries dead. 
As Omar Khayyam once remarked, the 
Moving Finger having written and 
moved on, not all their piety nor wit 
could lure it back to cancel half a line 
nor all their tears wash out a word of it. 

“Most persons are familiar now with 
the folly of Byron Mullanphy, the genial 
Irish immigrant, who instead of becom- 
ing a fireman or a policeman, accepted a 
position as Mayor of St. Louis. Touched 
by the destitution of the ’49ers in that 
frontier town at the railroad’s end, and 
supposing the gold rush to be a perma- 
nent procession, he left a third of his 
fortune to aid ‘distressed travelers and 
emigrants’ stranded in St. Louis while 
bound ‘bona fide to settle for a home in 
the West.’ 

“Of course, when the transcontinental 
lines were finished, and the West was 
settled, and the gold rush became only a 
memory—and a motion picture—the peo- 
ple Mullanphy had hoped to serve dis- 
appeared from St. Louis. In the forty 
years following 1860, out of income ex- 
ceeding $949,000 from his benefaction, 
less than $212,000 went to ‘poor emi- 
grants and travelers.’ The rest was con- 
sumed in the expenses of administration. 
More than that, the estate included 
scores of isolated plots of land and as 
recently as 1923 more than thirty of 
these either brought in less than 3 per 
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cent. net or actually consumed more in 
taxes and upkeep than they produced in 
rent. But so stringent were the restric- 
tions in the will, that it was virtually 
impossible to dispose of them. Before 
being able even to offer a parcel of land 
for sale, the skillful and sympathetic ad- 
ministrators now in charge of the prop- 
erty have been forced at times to con- 
sume eighteen months in trying to 
unwind the preliminary procedure set 
down by Mullanphy. They have tried to 
find — and have succeeded in finding — 
ways of disposing of income that could 
be justified under the phraseology of the 
old will. But on the one hand they have 
seen the originally described beneficiaries 
vanish; and on the other, they have 
found themselves charged with the ex- 
ecution of a trust so wrapped in red tape 
by the tangled terms of its own creation 
as to make its management a nightmare. 
If big-hearted Byron Mullanphy — dead 
these eighty years—could know the tor- 
ment he was storing up for his trustees, 
his bones would whirl in their grave. 

A trust that Benjamin Franklin left 
in Philadelphia for ‘indentured appren- 
tices’ is still there—and not a beneficiary 
has qualified since the time of President 
Harrison’s administration. ... A Seattle 
trust has lain dormant since 1881; its 
trustees have never been able to execute 
its terms. ... A Pennsylvanian left a 
fund to build a home for ministers, with 
various restrictions relating to the age 
of the inmates, their orthodoxy and their 
freedom from addiction to tobacco. After 
twenty years’ effort to execute his pre- 
cise directions, his trustees were obliged 
to report that they had been able to se- 
cure twenty-one inmates, of whom five 
had died, fifteen had left, and one re- 
mained! 

““A lady who lived at Tarrytown twen- 
ty-five years ago built a bell-tower for 
the church of her native village and put 
some books inside the tower to make a 
library for the village. The tower was so 
small that two people could not pass each 
other on its spiral stairs and the aged 
persons of the village couldn’t climb the 
winding steps at all. When she died she 
left in trust some shares of stock whose 
income would buy more books, and some 
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other shares ‘to keep the .. . tower and 
bells in good condition.’ These last were 
thirty-nine shares of New Jersey Zinc 
Company common stock. The World War 
came. In 1914, the dividends on New Jer- 
sey Zinz rose to 50 per cent. In 1915, 
after paying 50 per cent. more, it added 
a stock dividend of 250 per cent. In 1916, 
it declared dividends of 76 per cent. on 
the whole of the enlarged capital. The 
income alone in this year was two and a 
half times the par value of the original 
principal. Surplus income, ten times the 
amount of the par value of the trust 
when made, piled up unusued, though 
books were bought for the library until 
‘no further purchases could be made on 
account of want of room in which to keep 
the same.’ Finally the trustees resorted 
to court proceedings in an effort to find 
some lawful method of using their 
mounting income to provide more library 
facilities than the confines of the tower 
would permit. The words of the will were 
plain—the library was to be ‘in that 
tower.’ Those directions, the court de- 
cided, forbade the use of any separate 
building. The trustees might remodel the 
tower to hold more books but excess vol- 
umes might not be placed in any other 
structure. 


Elastic Powers Essential 


“It must not be assumed that the 
courts are responsible for these instances 
of philanthropic failures. Occasionally 
there have been unfortunate decisions 
but, on the whole, the judiciary has 
strained its powers to keep these chari- 
ties from breaking down. The responsi- 
bility is upon the creators of them. Only 
the granting of generous and elastic 
powers to post-mortem agents will save 
future funds from the fate that has be- 
fallen so many previous ones. From all 
these cases of benefactions gone wrong 
the same moral emerges: 


Let the fiscal management of chari- 
table trusts be placed in the hands of 
experienced, responsible administrators, 
operating under the scrutiny of the state 
or national government. 

Let the social application of these 
funds be put in the care of specialized 
and permanently organized representa- 
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tives, selected for their prudence and 
integrity. 

And, a distributing agency having 
been chosen, let it be trusted with the 
discretion it requires to do effective work 
under circumstances no man can fore- 
cast. 


“To serve those objects, The Commun- 
ity Trust was conceived and developed. 
In a dozen years it has spread to fifty- 
five cities; it has accumulated realized 
funds averaging more than a million dol- 
lars annually; and it has prospective re- 
sources of many millions more. The 
growth is not an accident. It has sup- 
plied—and does supply—a need. In the 
husbanding of funds for public purposes, 
it joins to the financial security of great 
banking houses as custodians, the social 
wisdom of able men as distributors. It 
recognizes—as the Apostle to the Gen- 
tiles wrote one day to the Corinthians— 
that the letter killeth but the spirit 
giveth life. It provides the saving flexi- 
bility that assures performance not 
merely in the form but in substance. It 
gives to the hopes of men a means of 
perpetual expression, to be fashioned 
and refashioned in the hands of succeed- 
ing generations. It does for the living 
what no one heretofore has done, and it 
does for the dead what they cannot do 
for themselves.” 

The above statement was made in 
1925. Today, nine years later, there are 
eighty community foundations located in 
twenty-eight states. Fifty-one of these 
possess $39,250,000 principal and forty- 
two are disbursing funds. (See Com- 
munity Trusts—Twenty Years of Growth 
—TRUST Companies Magazine, June, 
1934, pages 717-719.) 


Judge Goff Father of Idea 


The Community Trust idea was con- 
ceived by the late Judge F. H. Goff, then 
president of the Cleveland Trust Com- 
pany. He originated the idea of having 
an organization sufficiently flexible to 
meet conditions that cannot be antici- 
pated and act as a regulator in carrying 
out the desires of the dead. 

As a result the first community trust, 
known as The Cleveland Foundation, was 
established January 2, 1914. 
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The wisdom of making gifts and leav- 
ing bequests for charitable purposes to 
an organization that provides for con- 
tinued existence; that is elastic in char- 
acter and adaptable to conditions which 
may exist in the future but which, in the 
very nature of things, cannot be foreseen 
at the time the gift or bequest is made, 
was immediately appreciated by many 
people, with the result that the idea has, 
within a few years, spread rapidly 
throughout the country. 

A little more than five years after the 
creation of The Cleveland Foundation, 
Judge Goff, addressing the Trust Com- 
pany Division of the American Bankers 
Association in St. Louis, said: 

“Most lawyers have contributed their 
share to creating charitable trusts re- 
stricted to definite and unalterable uses. 
My experience as a lawyer and trust offi- 
cer in dealing with prospective founders 
of charitable trusts has led me to believe 
that they seldom have definite ideas as to 
the purpose to which they would dedicate 
their wealth. They seek the advice of 
trust officers and counsel, who, unfortun- 
ately, sometimes are lacking in experi- 
ence and vision which would enable them 
to be most helpful. To plan a trust wise- 
ly, at least one intended to serve an un- 
alterable purpose for all time, necessi- 
tates the founder seeking out an evil to 
be corrected and the remedy to be em- 
ployed. Then means must be devised to 
secure independent and effective applica- 
tion of his gift for all time to the pur- 
pose designated and the withering effect 
of neglect, waste and fraud must be 
guarded against and means devised to 
provide proper stimulus for those who 
are to administer the trust, for the zeal 
of the founder can not be bequeathed 
with his wealth. These problems require 
time, patient study, a trained mind and 
political wisdom and the hurry and bus- 
tle of the banking room and the law 
office are sometimes ill-adapted to their 
solution. 

“It will make for the convenience not 
only of donors but of corporate trustees 
if a general plan for handling charitable 
trusts in each community, whether they 
be large or small, can be finally worked 
out on lines that are so broad and flex- 
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ible and so effective as to safeguard 
every interest and serve every need. It 
is not improbable that trust companies 
in time will be regarded as inadequately 
equipped to serve the benevolently dis- 
posed unless they have some well-con- 
ceived plan available for general use. 

“Personally, I believe that institutions, 
as individuals, owe a duty to serve the 
communities in which they exist. Trust 
companies, as I view it, are charged with 
the responsibility of being helpful in 
gathering up for the use of the com- 
munities they serve the wealth that goes 
to waste. To serve in this way, without 
taint of self-seeking (by which I would 
not wish to be understood to mean with- 
out compensation, for gratuituous serv- 
ice soon becomes synonymous with poor 
service) introduces an elevating and 
spiritualizing influence in an organiza- 
tion which makes for higher ideals, and 
the highest ideals are needed in an insti- 
tution that aims to serve both the living 
and the dead. 

“There are many in every community 
who feel a sense of regret that the effort 
they have been compelled to make to 
establish themselves in life has consumed 
too much of their time and energy. They 
desire to give their children every op- 
portunity and advantage their means 
can provide which will make for useful 
and respected citizenship. Many will be 
found who agree with Mr. Rockefeller 
that money that comes without effort is 
seldom a benefit, and with Mr. Carnegie 
that we are trustees in a very real sense 
of the wealth we possess. There are many 
who fear to enrich their children unduly 
or to make them the prey of the fortune- 
hunter or the cunning and unscrupulous 
promoter. To make it impossible for 
them to come to want and become depen- 
dents in their old age, men of wealth are 
increasingly trusteeing all or some por- 
tion of their property so as to permit of 
the use of income and if need be, all of 
the principal, in providing for the com- 
forts and enjoyments of their family. 
Often such disposition results in a por- 
tion of the estate being left unconsumed. 
This residuum, even in estates of mod- 
erate size, can frequently be secured for 
community use after the death of indi- 
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vidual beneficiaries, for people of limited 
means share with men of wealth the 
desire that the world may be better for 
their having lived. They welcome finding 
a way in which some portion of their 
estate may be used in helping to make 
make better, stronger, purer men and 
women. I am hopeful that in these days 
of social unrest, when the accumulation 
of large fortunes is often decried, if it 
be known that a generous portion of the 
wealth one accumulates is ultimately to 
be devoted to community use, it may be 
deemed honorable, even in the eyes of the 
professional critic, for men who prefer 
struggle and achievement to idleness and 
leisure to continue the pursuit of 
wealth.” 


Forms of Trusteeships 


Community Trusts have been founded 
upon two kinds of trusteeships—the sin- 
gle form, i.e., under which one bank or 
trust company acts as trustee, its board 
of directors passing a resolution estab- 
lishing the trust and providing for its 
operation, and the multiple form of trus- 
teeship by which a number of banks or 
trust companies are authorized to act as 
trustees under a community trust plan. 
Each attends to the investment and ad- 
ministration of the trusts received by it 
under the Plan, and the disbursements 
are made according to the instructions 
given by a central distribution commit- 
tee whose functions are separate and dis- 
tinct from the administrative duties of 
the various trustees. 

The multiple form of trusteeship 
which early came into existence has, be- 
cause of its better adaptability for char- 
itable purposes on a large scale, become 
the most popular of the two forms. 


Purposes of Trusts 


The purposes for which community 
trusts are established are approximately 
the same throughout the country and to 
illustrate their broad character, we quote 
from the resolution and Declaration of 
Trust creating the New York Community 
Trust: 


“(1) The Distribution Committee shall in 
each calendar year appropriate the entire net 
income, certified by the Trustees in accord- 
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ance with the provisions of subdivision (3) 
of this Paragraph IV as available for dis- 
tribution, for such public educational, chari- 
table or benevolent uses and purposes as 
will, in the absolute and uncontrolled discre- 
tion of the Committee, most effectively assist, 
encourage and promote the well-being of 
mankind and primarily of the inhabitants of 
the community comprising the City of New 
York and its vicinity, regardless of race, 
color or creed, and without in any way en- 
larging or extending the generality of the 
foregoing but rather in illustration and ex- 
planation thereof, for the following uses and 
purposes among others: 

(a) For assisting public educational, 
charitable, or benevolent institutions, 
whether supported wholly or in part 
by private donations or by public tax- 
ation; 

For promoting scientific research for 
the advancement of human knowledge 
and the alleviation of human suffer- 
ing or the suffering of animals; 

For the care of the sick, aged and 
helpless; 

For the care of needy men, women 
and children; 

For aiding in the reformation of (1) 
victims of narcotics, drugs and intoxi- 
cating liquors, (2) released inmates 
of penal and reformatory institutions, 
and (3) wayward or delinquent per- 
sons; 

For the improvement of living and 
and working conditions; 

For providing facilities for public rec- 
reation; 

For the encouragement of social and 
domestic hygiene; 

For the encouragement of sanitation 
and measures for the prevention of 
disease; 

For investigating or promoting the 
investigation or of research into the 
causes of ignorance, poverty and vice, 
preventing the operation of such 
causes, and remedying or ameliorat- 
ing the conditions resulting there- 
from.” 


Requirements to Be Met in Establishing 
New Foundations 


In establishing a new foundation, two 
important requirements must be met; 
sustained publicity and actual bequests. 
Publicity is vital to the success of the 
foundation. It must be directed intelli- 
gently and thoroughly. The mediums 
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most frequently used for spreading in- 
formation regarding the aims and opera- 
tions of the foundation are: newspaper 
articles; discussion at clubs, civic bodies 
and fraternal organizations; explanation 
of plan to and endorsement by all re- 
ligious groups; and a thorough under- 
standing of the foundation by the prom- 
inent and wealthy men and women of the 
community. 

The second requirement, actual be- 
quests, of course provides the sinews of 
the foundation. 

When the attorneys of a city thor- 
oughly understand the aims and works 
of the foundation they will be able to 
afford valuable assistance in providing 
the needed bequests. 

Any new foundation must necessarily 
do much pioneer work. It is important 
that its directors proceed slowly, remem- 
bering that the success of the institution 
is limited only to the extent that it is 
thoroughly understood by the public. The 
work of “spreading the gospel” of the 
foundation can best be done by a corps 
of public-spirited men and women who 
are thoroughly convinced of the value of 
the movement and who will take the time 
and trouble to convince others. 

The foregoing is but a bare summary 
of some of the conditions encountered in 
establishing a new foundation. A review 
of the various points will indicate some 
of the difficulties that will attend the ef- 
forts of any single trust institution at- 
tempting to handle the foundation trus- 
teeship, particularly if there happen to 
be several good trust organizations in 
the community. 

Where the foundation is limited to one 
company acting as trustee, it cannot be 
expected to enjoy the same popular favor 
nor the same degree of development as 
would be the case if all the local trust 
companies were authorized to act under 
the multiple form of trusteeship. 

In fixing the duties and terms of the 
directors of the foundation, care must be 
taken to prevent the possibility of any 
one man or group of men at a later time 
completely dominating the policies and 
program of the foundation. 

It is our opinion that one of the out- 
standing benefits to be derived by banks 
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and trust companies participating in the 
community trust or foundation, is not 
the mere fees they collect for acting as 
trustee, but is indirectly in the form of 
greatly increased business produced by 
educating the people of the community 
to the advantage of the corporate fidu- 
ciary. 


Test Questions 


. Define Community Trust. 


.For what purposes are community 
trusts created ? 


. When was the first community trust 
established and by whom? 


. What is meant by the single form of 
trusteeship? The multiple form? 


. What do you consider the two most 
important requirements to be met in 
establishing a community trust or 
foundation ? 

. Why is it advisable to keep the admin- 
istrative and investment functions of 
a foundation separate and distinct from 
the distributive functions? 

. Assume that a committee has been 
appointed to consider the advisability 
of creating a community trust for your 
city. They have asked you to submit to 
them your suggestions as to how best 
to proceed. Outline your suggestions. 


. What is one of the outstanding advan- 
tages of the community trust from the 
standpoint of the trustee? 

. Do you believe that a community trust 
or foundation is or would be a good 
thing for your city? 

.If there is at this time a community 
trust or foundation in your city, or one 
in a city near enough to you that it 
would be of interest to the people of 
your community, be sure to find out all 
about it—how it was created—how it 
operates—information re known be- 
quests already made, etc., so that you 
will be qualified to thoroughly discuss 
the matter with your customers and 
prospective users of your trust depart- 
ment’s services. 


Agency, Custodian or Safekeeping ac- 
counts; Corporate accounts—Bond Is- 
sues—Transfer agent—Registrar; and 
Escrows will be discussed in the seventh 
article of this series, which will appear 
in the December issue. 
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Developing Trust New Business 


Current Campaign of First National Bank of Atlanta Includes 
Newspaper Advertising, a Series of Folders and a 
Master Booklet entitled “Trust Service” 


in its current effort to attract trust 
new business is using newspaper 

advertising, a series of folders, and a 
master booklet entitled “Trust Service.” 

The four-page folders which are mailed 
monthly are 4% in. x 6% in. in size, 
printed on cardboard. The first page is 
devoted exclusively to the title and a re- 
production of an appropriate pen and ink 
sketch. The titles of some of these folders 
follow: 

“Your Will and the New Year.” 

“Your Will.” 

“Your Will and Dependable Trust Serv- 
ice.” 

“Your Will and Special Estate Safe- 
guards.” 

“Your Will and Your Executor.” 

“Your Will and Your Trustee.” 

“Your Will and Your Business.” 

“Your Will and Investment Knowl- 
edge.” 

“Your Will and Changing Conditions.” 

“Your Will and Your Life Insurance.” 

The trust message in each of the fore- 
going folders is confined to the two in- 
side pages, the last page of the folder 
being blank. 

Excerpts from several of these folders 
are given to illustrate the kind of read- 
ing matter used. 


4 hx First National Bank of Atlanta 


Your Will and the New Year 


We commend the following to the 
thoughtful consideration of our cus- 
tomers and friends: 

WHEREAS, This is the time of the year to 
give serious thought to shortcomings of 
the past and to formulating plans for the 
New Year, and 

WHEREAS, I am deeply interested in the 
permanent welfare of my family and de- 
sirous of doing everything possible for 
their interest and protection 

THEREFORE, BE IT RESOLVED, That I will 
take immediate steps to put my house in 


order and make the following pledges for 
the year of 1934: 


1. I will make a will—if this important 
duty has thus far been neglected. 


2. I will make such changes in my will, 
if I have already made one, as will 
bring it up-to-date, and in accordance 
with my changed domestic or finan- 
cial status. 


. Bearing in mind that a will is a legal 
instrument, I shall employ expert 
legal counsel in its preparation and 
not subject my estate to the hazards 
encountered in “home-made” wills. 


. In order that my wife be relieved 
of the cares and anxieties pertaining 
to the administration of my estate, 
and from the dangers of importuni- 
ties of designing persons or mis- 
guided though well intentioned rela- 
tives, I will provide that all or a part 
of my estate be held in trust for a 
period of time, with regular pay- 
ments from income to my loved ones, 
an act for which she will bear me in 
grateful memory. 


. I will ask my life insurance under- 
writer to analyze my insurance poli- 
cies with the view of determining 
their sufficiency, and shall provide 
that all or a part of it be placed in 
trust, as a guarantee that my life 
insurance will provide my family 
with dependable income. 


. Having in mind the uncertainty of 
life, and that any individual executor 
named in my will may predecease me, 
or become disqualified by reason of 
infirmity or removal from the state, 
or pressure of his own business— 
therefore, I will name a responsible 
corporate executor and trustee, one 
with continuing existence, permanent 
residence, and organized responsi- 
bility. 

The following wording appears in a 
hair-line box: 

“The First National’s booklet ‘Trust Serv- 
ice,’ will assist you in planning your will. 
We will gladly send or hand you a copy upon 
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request, and as gladly discuss with you—in 
confidence and without obligation—details 
of your own particular estate problems— 
with desire to assist in your purposes and 
plans.” 


Your Will and Dependable Trust Service 


“The executor which you name to carry 
out the wishes expressed in your will, and 
the trustee designated to manage the trust 
funds created under it for the benefit of your 
loved ones should have one qualification 
above all others—that of dependability. 

“No matter how capable he may be, there 
is no certainty that an individual executor 
might not precede you in death or move 
away, or lose his health, or become so in- 
volved in his own business that he has no 
time for yours. 

“The trust department of The First Na- 
tional Bank of Atlanta is always at home, 
always on the job, and brings to bear in the 
handling of an estate specialized skill and 
organized responsibility. These special qual- 
ifications will gladly be placed in your serv- 
ice by this sixty-eight-year-old—ninety-mil- 
lion-dollar institution. A full discussion— 
without cost or obligation—is invited.” 


Your Will and Investment Knowledge 


“Any executor and trustee named by you 
under your will must necessarily deal with 
the handling of 
investments in 
the management 
of your estate. 
Sometime ago a 
man of wealth 
who had accum- 
ulated his estate 
by his own 
efforts remark- 
ed that our trust 
department 
might be too 
conservative in 
the matter of 
investments. We 
were able to 
show him that 
as his earning 
power would no 
longer be a fac- 
tor in support- 
ing his bene- 
ficiaries, the 
principal func- 
tion of estate 
management is that of protection and pres- 
ervation. While it is necessary to have funds 


Your WILL and 
Your TRUSTEE 


Trusteeship, more than any other torm of Trust 


Service, typifies the sound judgment and loving 
re of ¥, providing wise management of 


me it reeves loved ones of 


TRUST DEPARTMENT 
Crk. FIRST 
NATIONAL BANK ¢f Atlanta 


DEPENDABLE TRUST SERVICE 
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working and producing income, it is equally 
important that these investments be as 
sound and sure as conditions and the eco- 
nomic trend can make them. 

“Certainly the bank has especial advan- 
tages in the making of investments. It has 
facilities that no individual can possess for 
the investigation of securities and other 
properties. It is worth more than you can 
imagine to have your heirs, during the pe- 
riod of administration, brought into associa- 
tion with conservative business men who 
have a knowledge of safe investments and 
no motive to give unsafe advice. The atmo- 
sphere of a bank is one of conservatism. If 
we act as executor and trustee of your estate, 
it will be our duty to counsel and advise with 
your heirs fully and frequently.” 

Each folder invites the reader to send 
or call for the master booklet. In each 
folder over the name of the bank appears 
the words “Trust Department,” and un- 
der the bank’s name the slogan “Depend- 
able Trust Service.” 

For the convenience of those who de- 
sire to write for the booklet, a return 
addressed, but unstamped post card is 
enclosed with each folder. 


Master Booklet 


The booklet, “Trust Service,” contains 
20 pages, 61% in. x 3%e6 in. and cover. 
The early pages of this booklet describe 
the many helpful services of the trust 
department. Then come several pages 
which cite reasons why a corporate execu- 
tor or trustee is best. Other subjects dis- 
cussed are: National Bank Requirements 
Relative to Trust Powers; Tax Service; 
Investment Knowledge; Trustee and 
Guardian Service; Life Insurance Trusts; 
Business Insurance Trusts; Living 
Trusts; In the Matter of Your Will; and 
Headquarters of the Trust Department. 


Newspaper Advertisements 


Some of the newspaper advertisements 
being used in connection with the bank’s 
current trust new business efforts bear 
the same titles as those used on the fold- 
ers referred to above. An example of one 
of these entitled “Your Will and Your 
Trustee” is reproduced herein. The read- 
ing matter of that message follows: 

YOUR WILL AND 
YOUR TRUSTEE 
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Trusteeship, more than any other form 
of Trust Service, typifies the sound judg- 
ment and loving care of its creator, pro- 
viding wise management of the estate at 
the same time it relieves loved ones of 
business anxieties. 

Since an Executor’s duties are only to 
make what disposition of the property the 
will provides, complete provision calls for 
appointment also of a Trustee to admin- 
ister the estate. See our booklet, “Trust 
Service,” which is yours for the asking. 
Excerpts from other newspaper adver- 

tisements follow: 


YOUR WILL AND 
YOUR EXECUTOR 


When a man or woman makes a will he 
or she discharges a sacred responsibility. 
But the final usefulness and benefits of 
your will hang upon the dependability of 
the person or institution you select as 
YOUR EXECUTOR and TRUSTEE un- 
der your will. 

YOUR EXECUTOR should, therefore, 
be chosen with care. In this important 
capacity the TRUST DEPARTMENT OF 
THE FIRST NATIONAL offers certain 
desirable qualifications. Among these are 
Financial Responsibility, Conservative 
Management, and specialized knowledge 
and experience in the handling of estates. 
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Our TRUST DEPARTMENT will not 
die or move away or become so absorbed 
in other business affairs that it has no 
time for yours—for the management of 
estates is the business of our Trust De- 
partment. 

Inquiries are welcomed, and a confiden- 
tial talk with our Trust Officer may assist 
you on the practical details of an effective 
estate plan. Write for our booklet “Trust 
Service.” 


YOUR WILL AND 
YOUR LIFE INSURANCE 


Life insurance is of recognized value in 
the building of an adequate estate. In ad- 
dition to your will, it is highly desirable 
for you to consider a Life Insurance Trust 
Agreement to provide convenient manage- 
ment for your insurance money in your 
home community. 

In the management of such a fund The 
First National Bank of Atlanta employs 
the same safeguards which characterize 
all its trust functions. A full discussion of 
your plans and wishes would be welcomed. 
In the majority of*the bank’s news- 

paper advertisements relating to trust 
services, the slogan “Dependable Trust 
Service” is used, and a list of the officers 
of the bank is shown. 


“Modern” Note Struck by Denver National Bank in Compact 
Booklet on Safeguarding Family's Future 


activities, the trust department of 
The Denver National Bank, Denver, 
‘Colorado, are distributing an attractive 
booklet entitled “The Modern Way.” In 
keeping with the title, a modernistic 
cover, 64%4 in. x 2% in., is used. The en- 
velope also is distinctly “modern.” 

The booklet contains only eight pages, 
and two of these are blank. The upper 
part of each page is tinted. 

The title page reads, “The Modern 
Way of Safeguarding Your Family’s Fu- 
ture.” 

At the top of the next printed page 
appear three names, James W. Wood, 
Secretary of War; Benjamin F. Yoakum, 
Railroad Builder, Frank A. Munsey, 
Newspaper Publisher; and under these 
names is a parenthetical statement, 


[: their current trust new business 


“These men drew wills and named Bank 
Trust Departments as Executor and 
Trustee.” 

Across the top of the two center pages 
is a heading, “Distribution Without Man- 
agement Is Inadequate.” Immediately 
under this heading are listed six names, 
three on the left and three on the right: 
Judge Elbert H. Gary, Senator Theodore 
E. Burton, John J. Mitchell, Chauncey M. 
Depew, Edward W. Bok, Charles Scrib- 
ner. Below these names is the following 
parenthetical statement, centered : “These 
world-famous business men _ provided 
Management as well as Distribution for 
their estates, by making a will and nam- 
ing a Bank as Executor and Trustee.” 

A slight variation of form is provided 
on the next page by starting with a pa- 
renthetical statement, “These business 
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leaders recognized the advantages of 
drawing a will and naming a Bank as 
Executor and Trustee’; then listing the 
names, Asa G. Candler, The Coca-Cola 
King; Festus J. Wade, Banker and Finan- 
cier; Victor F. Lawson, Publisher. 


The same form and the same paren- 
thetical wording is used on the facing 
page. The names listed there are S. 
Davies Warfield, Railroad President; 
Thomas F. Ryan, New York Financier; 
Henry E. Huntington, Executive and 
Philanthropist. 


The reading matter which appears on 
the five pages under the foregoing fol- 
lows: 


Few of our acts in life involve more 
far-reaching consequences than the provi- 
sions we may make regarding the future 
disposition and management of our es- 
tates. To know that our wishes will be 
faithfully and intelligently carried out, 
and our family protected financially, re- 
lieves us of much of the uneasiness we 
might otherwise feel regarding the time 
when we will no longer be here to direct 
our affairs. 


In a case where no will has been made, 
the property is arbitrarily divided among 
the heirs and next of kin, in accordance 
with the Statutes of Descent and Dis- 
tribution. These Statutes were drafted 
years ago by our legislature—not to fit 
individual requirements, but according to 
the legislature’s ideas of what would serve 
in most cases. 


However, we are not forced to accept 
such an arbitrary distribution of our 
property—the law gives us the opportun- 
ity of having our own wishes respected. 
By making a will, we can avail ourselves 
of the wide latitude given us by law to 
dispose of our estates, and also to desig- 
nate who shall administer them. 


Few men, after careful consideration of 
the above facts, would care to leave the 
disposition of their estates to an arrange- 
ment made by statute, which disregards 
individual needs. And few men, when they 
know the many advantages to be derived 
from the modern way of having a Bank 
act as Executor, would delay designating 
a Bank to administer their estates. For 
your consideration, we have listed, on the 
next two pages, a few of the many advan- 
tages of naming The Denver National 
Bank as your Executor and Trustee. 
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(Among the many advantages of having the 

Denver National Bank act as your Executor are 

the following :) 

It enjoys continued existence—it never 
dies, never relaxes, is never absent from 
its place of business. 


It has proven business judgment, and in- 
vestment ability. It has at hand thor- 
ough investment information, and 
broad business contacts that make it 
exceptionally well fitted to handle busi- 
ness matters for an estate. 


It has unquestioned financial strength, 
and is under government supervision. 


It is economical, because of its well or- 
ganized clerical facilities, its experience, 
its perfected machinery, and its knowl- 
edge of the complicated problems of 
modern estate taxation. 


The Denver National Bank 
Trust Department: 


Has the accumulated experience arising 
from daily contact with estate problems 
throughout the years. 

Its records are accurate and complete, and 
are kept in places of safety, which 
eliminates difficulty arising from im- 
proper accounting or lost papers. 

It is impartial in its action, at the same 
time there is no lack of personal interest 
in carrying out the instructions given 
in the will. 


May we co-operate with you and your 
lawyer in helping you formulate an estate 
plan to suit your individual requirements? 


A blotter in five colors, size 334 in. x 
7% in., with a design of the entrance to 
the Denver National Bank thereon, car- 
ries the following information: 


Among the Many Advantages of hav- 
ing the Denver National Bank act as Your 
Executor and Trustee are the following: 

It is economical. 

It is impartial in its action. 

It enjoys continued existence. 

It has proven business judgment. 

It has unquestioned financial strength. 

It maintains accurate and complete rec- 
ords. 


It has the accumulated experience of 
years of estate work. 


May we co-operate with you and your 
attorney ... in helping you to formulate 
an estate plan to suit your individual re- 
quirements? 
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Good Results From Signed Cards Ass Silent Salesmen Reported 
By Manufacturers National Bank of Troy 





HE Manufacturers National Bank 

of Troy, New York, has used with 

exceptional results a silent sales- 
man effort which they developed about 
two years ago. 

A series of trust messages was pre- 
pared for reproduction on colored cards, 
5 in. x 7 in. Referring to these cards, 
Robert L. Wells, vice-president, stated: 

“We had these displayed in frames on 
the officers’ desks and in our safe deposit 
coupon rooms and board of directors’ 
quarters changed weekly. These cards 
were signed by the officer on whose desk 
they were placed, and our idea of the 
color assortment was to make it apparent 
from a casual glance that it was a new 
message from that of the week before. 
We think very highly of the value of a 
campaign of this type, and the cost was 
comparatively small. It is my intention 
to use these cards again this winter, and 
to prepare additional weekly messages, 
sufficient to carry us over to summer 
time.” 

The following examples illustrate the 
type of wording on these attractive dis- 
plays: 


TO SERVE CUSTOMERS’ NEEDS 


as Executor or Trustee of their estates 
as Financial Secretary 
as Trustee under Life Insurance Agreements 
as Guardian for minors 
as Trustee under Living Trust Agreements 
Is the Aim and Purpose of Our Trust Department 
May We Serve You in One or 
More of These Capacities? 


FOR THE CONVENIENCE OF CUSTOMERS 
Our 
TRUST DEPARTMENT 


Has Been Enlarged 
and Moved to Our 
Main Banking Floor 
You will find there every 
modern Trust facility. 


IF THINKING PEOPLE... 


only realized the importance 

of safeguarding their Estates, they 
would not let another day pass without 
making a Will or creating a Trust Fund. 

We do not draw Wills or give legal advice. 
But we may be helpful to You in 
planning Your Estate 
Program 
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THE MOST IMPORTANT 
DOCUMENT YOU WILL EVER SIGN 
..-IS YOUR WILL 


Its proper execution is far too important 
to keep “‘putting off.’’ 
—lY—— 
Consider too, the many advantages of naming this 
Bank as your Executor or Trustee 


JUST THINKING ABOUT YOUR WILL... 


- is not enough. To carry out your plans 
for dependents it must actually exist and be 
properly drawn. 

—Oo— 
The naming of a fully qualified executor or 
trustee, such as this bank, is mighty im- 
portant too. 
We suggest that you make an appointment 
with your lawyer about this matter NOW. 


TIMES CHANGE... 


The Old gives way to the New 
Wills, like business methods, to be fully effective, 
should be revised to meet 
changing conditions. 
—O-- 
Is Your Will up to date? 
Have You named this Bank executor or trustee? 


I HAVE SIGNED MY WILL 


naming this Bank as executor... 
not because I am an officer of this 
institution but because I sincerely 
believe it to be the wise thing to 
do... and you know. ..a word 
to the wise is sufficient. 


TO BUSY PROFESSIONAL MEN AND WOMEN 


Our Financial Secretary Service... 
relieves You of all details in connection with the 
eare of Your securities and other investments. 
leaves You free for more constructive effort in 
Your profession or hobby. 
provides physical safety for Your securities 
while in our custody as Your Agent. 
assures You of continuous expert supervision 
of Your financial affairs. 
safeguards You against loss of interest on 
called bonds, misplaced coupons or dividend 
checks. 

And the Cost Is Surprisingly Low. 


AT ONE TIME OR ANOTHER ..... 


- most men and women of means have wished for 

a capable and responsible Secretary to whom 

they could confidently turn over the detail and 

constant supervision required for the proper 

eare of their investments—Bonds, Stocks, Mort- 
gages, Real Estate. 

Such a Service Is Now Available to You Through Our 

Trust Department—The Low Cost Will Surprise You. 
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IS THIS THE ANSWER TO YOUR PROBLEM, TOO? 
Professional and business men and women like 
the practical and economic advantages of OUR 
MODERN FINANCIAL SECRETARY SERV- 
ICE. Like many of our customers who travel 
extensively, they find its use adds immeasurably 
to their peace of mind and enjoyment of life. 


MAKE YOUR VACATIONS REAL 


Leave behind, in expert and respon- 
sible hands, the detail and constant 
supervision required for the proper 
care and management of your securi- 
ties and other property. Our Finan- 
cial Secretary Service is satisfactorily 
attending to this detail for others. 
WHY NOT 

FOR YOU? 


On each card appears a small cut of 
the seal of the bank. 

Speaking of some of the other phases 
of their trust development Mr. Wells 
said: 

“It is our plan to do some newspaper 
advertising along general lines between 


TA RLS - I 


now and the end of the year and to en- 
gage in some concentrated personal so- 
licitation efforts which will be designed 
to get the prospects into our department, 
where we will have an opportunity to 
show them our physical set-up and to 
bring them into contact with our per- 
sonnel. 

“To keep ourselves before members of 
the bar, we have been mailing them 
monthly the MacMillan Sinclair publica- 
tion, “Recent Decisions,” and have had 
fine results from this source. We have 
been extremely careful in our dealings 
with the legal fraternity to live up to our 
long established policy of dealing fairly, 
and recognizing honestly their interests. 

“IT very much appreciate the interest 
which your magazine takes in our prob- 
lems and we believe that the interchange 
of ideas along these lines is a real bene- 
fit to your subscribers.” 





Recent Trust Advertisements Appearing in Rhode Island 


EPRODUCED in miniature be- 

low are three recent newspaper 

advertisements used by the In- 
dustrial Trust Company of Providence, 
R. I. As they appeared in newspapers, 
each had a depth of slightly more than 
twelve inches. 
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In the one headed, “Trust Invest- 
ments,” the wording is as follows: 


Consideration of the facts leads to 
investment action. 

Our trust department makes invest- 
ments for trusts in its care only after 
every available investment fact has 


TRUST INVESTMENTS 


BUSINESS TODAY 


Consideration of the facts 
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The text used in the other advertise- 
ment is as follows: 


Conditions in the business world 
change so rapidly that securities, real 
estate, and all the assets of a trust fund 
must be scrutinized not only carefully 
but frequently to make sure that they 
represent the most suitable type of in- 
vestment for each trust fund. 

Frequent review of every trust fund 
under its management is one reason why 
the trust department of Industrial Trust 
Company gives its clients such satisfac- 
tory service. May we explain all the 
reasons to you? 





Taxation 


Henry N. Andrews, vice-president Old 
Colony Trust Company, Boston, has for- 
warded to TRUST Companies Magazine 
their most recent publication regarding 
taxation in the New England States and 
New York State. A brief description of 
this valuable fifty-page pamphlet will be 
found on pages 521-522. 





ney, vice-president of the Empire 


Trust Company, said, “During the 
past two years we have not done 
this, and I think justifiably so. For 
instance, the first six months of 
1934 the number of trust appoint- 
ments we received was 77 per cent. 
greater than for the same period of 
1933. 

“It is certainly false economy to 
relax or abandon efforts to secure 
new business at any time, and par- 
ticularly so during depression pe- 
riods for unless a fiduciary institu- 
tion is continually rolling a back-log 
of wills, its earnings in subsequent 
years will materially suffer.” 

We suggest that the officers of 
your institution keep Mr. Whit- 
ney’s statement in mind when pass- 
ing on the 1935 budget for adver- 
tising and new business expense. 


Reprinted from November, 1934, Trust 
Bulletin, published by the Trust Division 
of the American Bankers Association. 





CONTINENTAL ILLINOIS 
NATIONAL BANK AND 
TRUST COMPANY 


OF CHICAGO 


Statement of Condition, October 17, 1934 
RESOURCES 


Cash and Due from Banks . ‘ : , $202,315,255.08 
United States Government Obligations, 
Direct and Fully Guaranteed: 

Unpledged : . $291,462,349.37 

Pledged* ; ‘ , 59 514,698.72 350,977,048.09 
Other Bonds and Securities: == =———~C~SN 

Unpledged ; , $ 66,973,382.86 

Pledged* . . , 249,311.72 67,222,694.58 
Loans and Discounts we ae ee 252,805,565.38 
Stock in Federal Reserve Bank ; . ; 3,000,000.00 
Customers’ Liability on Acceptances. : 1,739,042.88 
Income Accrued but Not Collected ; : 3,715,267.83 
Banking House . : 14,1'75,000.00 
Real Estate Owned other rom Banking Se 1,300,888.00 
Other Resources , ‘ . - ; 123,775-39 


$897,374,537-23 
LIABILITIES 


Deposits: 

General ‘ ‘ ‘ $699,719,136.56 

Public Funds . . , 84,713,239-13 $784,432,375.69 
Acceptances. ; : ‘ ; 1,821,387.69 
Reserve for Taxes anil beeen ‘ - P 5.441,665.53 
Income Collected but Not Earned ; ; 338,322.85 
Capital Account: 

Preferred Stock " $ 50,000,000.00 

Common Stock , : 25,000,000.00 

Surplus ‘ , 10,750,000.00 

Undivided Ratio . ‘ 7,090,785.47 

Reserve for Contingencies 12,500,000.00 _—105,340,785.47 


$897,374,537-23 


*To secure public, trust department and bank receivers’ funds. 





Corporate Fiduciary Associations 


New England Trust Conference Scheduled for December 14 - 
at Boston—Agreement Reached in Atlanta Between 
Trust Institutions and Attorneys 


HE Corporate Fiduciaries Associa- 
| tion of Boston has invited all trust 
companies and banks having trust 
departments in New England to send rep- 
resentatives to a New England Confer- 
ence on Trust Problems to be held under 
the auspices of the association on Friday, 
December 14, at the Boston City Club, 
Boston. 

The conference is to last only one day, 
and there will be three discussion periods 
in the morning and two in the afternoon. 
The subjects to be discussed are as fol- 
lows: 


(a) 


(b) 
(c) 
(d) 
(e) 


Federal and State Trust Depart- 
ment examinations; 

Real estate and mortgages; 

New business; 

Gift and death taxes; 

Duties of the Trust Committee 
and the Relation of Executive 
Officers to the Trust Committee. 

Each of these subjects will be discussed 
for fifteen or twenty minutes by two rep- 
resentatives selected for their knowledge 
of the subject. Thereafter the matter will 
be open for general discussion. 

The conference will end with a dinner 
at the Boston City Club at which it is 
hoped all the delegates will be present. 
John G. Jackson, of the New York Bar, 
for many years Chairman of the Ameri- 
can Bar Association Committee on Un- 
authorized Practice of Law, will be the 
principal speaker of the evening and will 
speak on “The Bar and Its Relation to 
Corporate Fiduciaries.” 

The Corporate Fiduciaries Association 
of Boston is assuming all expenses except 
the expense of the dinner, which will cost 
$2.50 a plate. As there will be no formal 
luncheon the representatives will be ex- 
pected to arrange for their own luncheons. 

The conference will be in charge of the 
following committee: Leon M. Little, New 
England Trust Company; Frederick A. 


Carroll, National Shawmut Bank; Francis 
C. Gray, Fiduciary Trust Company; Wil- 
liam R. Herlihy, Jr., State Street Trust 
Company, and Henry N. Andrews, Old 
Colony Trust Company. 

Those planning to attend are requested 
to communicate with Harold B. Driver, 
secretary of the Corporate Fiduciaries 
Association, Old Colony Trust Company, 
Court Street, Boston. 


Attorneys Reach Agreement 
With Atlanta Trust Men 


HE Atlanta Clearing House Asso- 
ciation at a meeting held Novem- 
ber 8, 1934, unanimously adopted 

a resolution which sets forth a Declara- 


tion of Principles applicable to corporate 
fiduciaries and members of the bar. 


Atlanta trust officials have already be- 
gun to operate under the terms of the 
resolution. Although not yet formally 
approved by the two bar groups involved, 
it has been approved by their presidents 
as well as by the committee with which 
conferences have been held. 


The resolution, except for parenthet- 
ical references, follows in full: 


RESOLVED, that the following Declara- 
tion of Principles that was considered on 
October 30, 1934, at a joint meeting of the 
Committee on Trust Affairs of the Atlanta 
Clearing House Association and a commit- 
tee from the Atlanta Bar Association and 
Lawyers’ Club of Atlanta, be adopted; 


RESOLVED, that the following Declara- 
tion of Principles should be adopted by the 
Atlanta Bar Association, the Lawyers’ Club 
of Atlanta and the Atlanta Clearing House 
Association, and the following committees 
should be created and appointed with author- 
ity as provided herein. 


(1) (a) Lawyers should observe and com- 
ply with the law and the canons of profes- 
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sional ethics of the American Bar Associa- 
tion. 

(b) Corporations and corporate fiduciaries 
should observe and comply with the law and 
the American Bankers’ Association State- 
ment of Principles of trust companies. 

(2) A committee of four members should 
be appointed by the Atlanta Bar Associa- 
tion and the Lawyers’ Club of Atlanta with 
authority to make such investigations and 
take such action, as to lawyers, as may be 
legal and proper to encourage and assure 
full compliance with the principles approved 
in this Resolution. 

(3) A committee of four members should 
be appointed by the Atlanta Clearing House 
Association with authority to make such in- 
vestigations and take such action, as to the 
members of that association, as may be legal 
and proper to encourage and assure full com- 
pliance with the principles approved in this 
Resolution. 

(4) Said committees acting jointly, by 
agreement, or through a _ sub-committee, 
shall have authority to make such investiga- 
tions and take such action, as to members 
of the Atlanta Bar Association, the Lawyers’ 
Club of Atlanta and the Atlanta Clearing 
House Association, including employees, as 
may be legal and proper to encourage and 
assure full compliance with the principles 
approved in this Resolution. 


BE IT FURTHER RESOLVED, that the 
Committee on Trust Affairs of this associa- 
tion be, and it is hereby authorized to act 
with the committee from the Atlanta Bar 
Association and Lawyers’ Club of Atlanta 
for the purposes set forth in said Declara- 
tion; 

BE IT FURTHER RESOLVED, that no 
member of this association shall draw any 
Will or Codicil or have such Will or Codicil 
drawn by its officers, attorneys or employees, 
or pay for the drawing of such document 


directly or indirectly; provided that attor- 
neys who do not devote all their time to the 
business of any member of the association 
may draw such documents when regularly 
employed by a testator and paid solely by 
him the customary fee for such service; 


BE IT FURTHER RESOLVED, that the 
members of this association shall advise per- 
sons or parties doing business with their 
trust departments to consult counsel of their 
own selection with respect to all matters of 
a legal nature; 


BE IT FURTHER RESOLVED, that the 
members of this association shall employ 
counsel in probating Wills and in all legal 
matters arising from the administration of 
decedents’ estates, and that the attorney 
who drew the Will or Codicil involved shall, 
in the absence of good reasons to the con- 
trary, be given preference. 


Members of the Atlanta Clearing House 
Association are the First National Bank 
of Atlanta; the Citizens & Southern Na- 
tional Bank; the Fulton National Bank; 
Trust Company of Georgia. 

The committee from the Atlanta Bar 
Association and Lawyers’ Club of Atlanta 
was composed of the following: Cam 
Dorsey, chairman; Willis Everett, Sr., 
Arthur Heyman, Elbert Tuttle. 


A list of the members of the Commit- 
tee on Trust Affairs, Atlanta Clearing 
House Association, follow: J. C. Shelor, 
chairman; William Matthews, L. H. 
Parris, W. T. Perkerson. 


To Stimulate Trust Discussion 


Albert H. Brooks, chairman of the Den- 
ver Trust Officers Association and vice- 
president The United States National 
Bank, Denver, speaking of their plans 
for the ensuing year stated: 


“We are considering assigning to each 
member of our association a subject for 
discussion at our monthly meetings. The 
subjects to be selected will be suggested 
by the members and will cover matters 
actually arising in connection with the 
handling of an estate or trust, which may 
be of common interest to the other mem- 
bers. 

“We feel that such a discussion at the 
monthly meeting will be of benefit and 
assistance to our members.” 





COURT DECISIONS 


Taxation—New York State Tax Com- 
mission Determined That Income 
From Real Property Located in 
Foreign State Was Subject to New 
York State Income Tax. U. S. Su- 
preme Court Dismissed Writ of Cer- 
tiorari as Improvidently Granted. 
U. S. Supreme Court Thomas M. Lynch, John J. 
Merrill and John P. Hennessey, as Commissioners 
Constituting the State Tax Commissioners of New 
York vs. the People of the State of New York 


Upon the Relation of Elizabeth Pierson. Decided 
November 5, 1934. 


Mr. Chief Justice Hughes delivered the 
opinion of the Court. 

‘The State Tax Commission determined 
that rental received by the relator, a resi- 
dent of the State of New York, from real 
property situated in the State of Ohio, 
should be included as a part of relator’s 
income for the purpose of computing her 
income ‘tax under the Tax Law of New 
York. The relator sought review by the 
Supreme Court of New York, invoking 
rights under the Constitution and laws of 
the State of New York and under the Four- 
teenth Amendment of the Constitution of 
the United States. The Appellate Division 
of the Supreme Court, Third Department, 
annulled the determination of the State Tax 
Commission. 237 App. Div. 763. That Court, 
while citing decisions of this Court under 
the Fourteenth Amendment, did not state 
that its decision rested upon the application 
of the Constitution of the United States. 
The Court of Appeals of the State affirmed 
the order of the Appellate Division, but 
without opinion (263 N. Y. 533), and the 
grounds of its decision are left to conjecture. 
It may be surmised, from the quotations in 
its opinion, that the Appellate Division in- 
tended to rest its decision upon a deter- 
mination of the application of the Four- 
teenth Amendment, and that the affirmance 
by the Court of Appeals went upon the 
same ground, and not upon the non-federal 
ground of the application of the Constitu- 
tion and laws of the State. But jurisdiction 
cannot be founded upon surmise. Nor can 
claim of jurisdiction be sustained by refer- 
ence to briefs and statements which are not 
part of the record. 

‘It is essential to the jurisdiction of this 
Court in reviewing a decision of a court of 
a State that it must appear affirmatively 
from the record, not only that a federal 
question was presented for decision to the 
highest court of the State having jurisdic- 


tion but that its decision of the federal 
question was necessary to the determination 
of the cause, and that it was actually de- 
cided or that the judgment as rendered 
could not have been given without deciding it. 
De Saussure v. Gaillard, 127 U. S. 216, 234; 
Johnson v. Risk, 187 U. S. 300, 306, 307; 
Wood Mowing and Reaping Machine Co. v. 
Skinner, 139 U. S. 293, 295, 297; Eustis v. 
Bolles, 150 U. S. 361, 366, 367; Whitney 
v. California, 274 U. S. 357, 360, 361; Mel- 
lon v. O’Neil, 275 U. S. 212, 214. Where the 
judgment of the state court rests on two 
grounds, one involving a federal question 
and the other not, or if it does not appear 
upon which of two grounds the judgment 
was based, and the ground independent of 
a federal question is sufficient in itself to 
sustain it, this Court will not take jurisdic- 
tion. Allen v. Arguimbau, 198 U. S. 149, 154, 
155; Johnson v. Risk, supra; Wood Mowing. 
and Reaping Machine Co. v. Skinner, supra; 
Consolidated Turnpike Co. v. Norfolk & 
Ocean View Railway Co., 228 U. S. 596, 599; 
Cuyahoga Power Co. v. Northern Realty 
Co., 244 U. S. 300, 302, 304. 

‘Petitioners have made no effort to obtain 
an amendment by the Court of Appeals of 
its remittitur, and although, on the oral 
argument in this Court, attention was di- 
rected to the practice in New York to enter- 
tain, in proper cases, an application for 
such an amendment in order to show appro- 
priately the basis of the determination of 
the state court, no request was made for a 
continuance to permit such an application. 

‘As the record fails to show jurisdiction 
in this Court, the writ of certiorari is dis- 
missed as improvidently granted.’ 

It is so ordered. 


Taxation—Situs of Property for State 
Inheritance Taxation Purposes 
U. S. Supreme Ct. City Bank Farmers Trust 
Company, executor under the will of Thomas B. 
Clark, deceased, appellant, vs. William A. 
Schnader, Attorney General, and Leon D. Metz- 


ger, Secretary of Revenue of Pennsylvania. De- 
cided November 5, 1934. 


Mr. Justice Butler delivered the opinion 
of the Court. 

‘The Pennsylvania inheritance tax law 
imposes a tax upon the transfer by will or 
intestate laws of personal property within 
the Commonwealth when the decedent is a 
nonresident at the time of his death. 
Thomas B. Clarke, a resident of New York, 
loaned paintings to a museum in Pennsyl- 
vania and died testate while they were on 
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exhibition there. His will was admitted to 
probate in New York, and letters testa- 
mentary issued to appellant to which, as 
trustee, the residuary clause transferred 
the pictures. The appellees, acting respec- 
tively as attorney general and secretary of 
revenue of Pennsylvania, proceeded to 
appraise and assess the pictures for the 
purpose of collecting the inheritance tax. 

‘Appellant, maintaining that when the 
owner died the paintings had no actual situs 
within Pennsylvania bécause only tempo- 
rarily there, brought this suit to enjoin 
enforcement on the ground that, if the 
statute be construed to tax the transfer 
by the death of the nonresident owner, it 
is repugnant to the due process clause of 
the Fourteenth Amendment. As the transfer 
cannot be subjected to taxes imposed by 
more than one state (Frick v. Pennsylvania, 
268 U. S. 4738, 488-492. Safe Deposit & T. 
Co. v. Virginia, 280 U. S. 83, 93. Farmers 
Loan Co. v. Minnesota, 280 U. S. 204, 210. 
First National Bank v. Maine, 284 U. S. 
312, 326-327.) appellant framed its com- 
plaint to call for a decision whether Penn- 
sylvania or New York is entitled to the tax. 
The New York tax commission as amicus 
curiae filed briefs below and also in this 
court supporting the claim that the transfer 
is subject to the New York tax. 

‘The district court, consisting of three 
judges, § 266, J. C., dismissed the suit on 
the ground that appellant had an adequate 
remedy at law. This court reversed and 
remanded the case with instructions to re- 
instate the bill and proceed to a hearing 
upon the merits. City Bank Co. v. Schnader, 
291 U. S. 24. Then the case was submitted 
and tried on the facts alleged in the bill 
and answer and additional ones that were 
stipulated by the parties. Upon the cir- 
cumstances detailed in its findings the court 
concluded that 79 portraits belonging to 
Clarke that were included in the collection 
on exhibition in the Pennsylvania museum 
at the time of his death then had an actual 
situs in that State, and held the transfer 
subject to the Pennsylvania inheritance tax. 

‘The material substance of the findings 
follows: 

‘In March, 1928, Clarke at the request 
of the director of the Pennsylvania museum, 
loaned to it the 79 pictures, together with 
85 others owned by a corporation of which 
he was sole stockholder. At the time of the 
loan, they were, and long had been kept, in 
New York City. Five were at his residence, 
ten were on exhibition, and the remaining 
64 were in storage. When the pictures were 
sent to Pennsylvania, Clarke surrendered 
his lease for the storage space and there- 
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after did nothing to secure another place 
in which to put them. But suitable space 
was always readily available in New York. 

‘The arrangement with the museum was 
oral; no consideration was to be paid, and 
it was understood that at any time on 
Clark’s request the pictures would be re- 
turned to him. In the spring of 1929, Clarke 
wrote the director, at the latter’s solicita- 
tion, that he would sell the entire collection 
at a stated price to anyone who would 
present it to the museum, it being under- 
stood that he would allow the pictures to 
remain at the museum for a reasonable 
time for the director to find such a donor. 
In May, 1930, he stated that this arrange- 
ment would terminate June 17, 1930. But 
at the director’s request he permitted the 
pictures to remain, upon the understanding 
that, whenever he so requested, they would 
be returned to him in New York. There- 
after, he was willing to sell the collection 
as a whole for presentation to the Penn- 
sylvania museum or to a substantially sim- 
ilar institution. 

‘Clarke made no definite plans or request 
for the return to New York of the paint- 
ings. None was ever removed from the 
museum except four which, at his request, 
were sent to Virginia in April, 1929, for 
exhibition and were returned in May. When 
he died, January 18, 1931, all the paintings 
were at the museum. 

‘The museum was not conducted for profit. 
It secured through voluntary loans from 
nonresidents a substantial portion of the 
works of art which it displayed. None of 
these was regarded or intended as a perma- 
nent loan. It is customary for _ public 
museums to secure pictures for exhibition 
in this manner. The period elapsing until 
Clarke’s death was shorter than the usual 
period of such loans. 

‘The power to regulate the transmission, 
administration and distribution of tangible 
personal property rests exclusively in the 
State in which the property has an actual 
situs, regardless of the domicile of the 
owner. If at the time of his death the actual 
situs of Clarke’s pictures was in Pennsyl- 
vania, they were wholly under the jurisdic- 
tion of that State. The fact that being a 
resident of New York he, by will probated 
in that State, disposed of the pictures de- 
tracted nothing from the exclusive juris- 
diction of Pennsylvania to tax the transfer 
effected by his death. New York laws had 
no bearing other than that attributable to 
their implied adoption by Pennsylvania. 
Assuming actual situs in Pennsylvania, the 
paintings there on exhibition when the 
owner died are not to be distinguished, so 
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far as concerns the imposition of the inheri- 
tance tax, from land located within that 
State. Frick v. Pennsylvania, supra, 489- 
493. 

‘We regard as unimportant and negligible 
Clarke’s suggestions that the pictures be 
returned because on each occasion he 
acceded to opposing suggestions of the 
director and continued his consent that they 
remain temporarily at the museum subject 
to his orders. Mere floating intention that 
some time in the future the pictures would 
be returned to New York was not sufficient 
to retain them within the jurisdiction of 
that State and to keep them without the 
jurisdiction of Pennsylvania. Cf. Story, 
Conflict of Laws, 8th ed., § 46. And obvious- 
ly without weight are the facts that Clarke 
made the loan without pay, gave up the 
warehouse in which he had kept some of the 
pictures and died without providing a place 
for them in New York. 

‘The significant features of the transac- 
tion are these: Prior to the loan the pic- 
tures that went to make up the collection 
had an actual situs in New York. The loan 
was not made for a short and definite period 
and it was subject to the right of the owner 
to have the pictures returned to New York 
at any time. He did not call for their return 
but. with his consent they were kept in 
Pennsylvania and there exhibited until he 
died two years and ten months after the 
loan. With the exception of the four pic- 
tures temporarily sent to Virginia, none 
was taken from Pennsylvania. For nearly 
two years next preceding his death Clarke 
was willing—indeed, he authorized the di- 
rector—to sell the collection to anyone who 
would buy at the specified price and donate 
them to the Pennsylvania museum. And 
during the last six months of his life he was 
willing to sell to any purchaser that would 
give them to any institution similar to the 
Pennsylvania museum. It does not appear 
that Clarke ever intended to have the pic- 
tures returned to New York at any definite 
date or upon the happening of any event 
or at all. Until his death he permitted the 
pictures to be kept and used in the Pennsyl- 
vania museum merely subject to his right 
at any time to order them taken to New 
York or elsewhere. 

‘In respect of situs for taxation, the col- 
lection of portraits is quite unlike vessels 
and railway rolling stock that in fulfilling 
the purpose of which they are created move 
from place to place and into different 
States. Cf. Hays v. The Pacific Mail Steam- 
ship Company, 17 How. 596, 599. Pullman’s 
Car Co. v. Pennsylvania, 141 U. S. 18, 23. 
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Johnson Oil Co. v. Oklahoma, 290 U. S. 158, 
161. Before the loan was made the pictures 
had an actual situs in New York, so as to 
be within the taxing power of that State, 
though it cannot be said that they were 
there permanently located in the sense of 
that phrase when used in respect of land, 
buildings or other items of fixed real prop- 
erty. The location of the portraits in Penn- 
sylvania was not merely transient, transi- 
tory or temporary but it was fixed in an 
established abiding place in which they re- 
mained for a long time. Undoubtedly, they 
became subject to the taxing power of the 
State. Cf. Brown v. Houston, 114 U. S. 622, 
632-633. Pittsburgh &c. Coal Co. v. Bates, 
156 U. S. 577, 589. Kelly v. Rhoades, 188 
U. S. 1, 7. General Oil Co. v. Crain, 209 
U. S. 211, 230. By sending them into Penn- 
sylvania and by his omission to have them 
returned to New York and his lack of 
definite intention ever so to do Clarke failed 
to maintain an actual situs in New York and , 
created one for them in Pennsylvania. The 
principle applied in Frick v. Pennsylvania, 
supra, 490-494, and in Blodgett v. Silber- 
man, 277 U. S. 1, 18, governs this case.’ 
Affirmed. 


Trusts—Construction of Antenuptial 
Agreement Subsequently Amended 
—Settlor States She Believed “In- 
flation is Threatened” and Demands 
Revocation of Trust—Trustee Asks 
for Settlement of Accounts and 
Construction of Revocability of In- 
strument.— 

Guaranty Trust Co. of N. Y. Plf. ap. vs. Jean 

Harris et. al. Def. Res. and John W. Harris et. al. 

Def. app.—App. Div. Sup. Ct. N: Y.—Decision 

Nov. 16, 1984. 

Excerpts from brief of John F. Keating, 
Esq., Guardian ad Litem for the Harris in- 
fants follow: 

‘On July 25, 1929, the defendant Jean 
Harris, settlor of the trust involved herein, 
created an antenuptial trust which she sub- 
sequently amended. As amended the trust 
provided that the settlor was to receive the 
income therefrom during her life without 
power of anticipation and after her death 
the Trustee was directed to hold the prin- 
cipal and income of the trust 


““* * * for all such one or more exclusively of 
the others or other of the children or remoter 
issue of any marriage of the Settlor * * * as 
the Settlor shall by Deed of Deeds revocable 
or irrevocable or by Will or Codicil appoint 
and in default of and subject to any such 
appointment In Trust for all or any of the 
children or child of any marriage of the 
Settlor * * * and if more than one in equal 
shares * * *,” 
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‘No child was to receive the principal 
until, being male, he reached twenty-one 
years of age or, being female, she reached 
twenty-one years of age or sooner married. 
If any child or his issue took in default of 
appointment, he or she was first required to 
bring any appointed share into hotchpot. 

‘The trust also permitted the settlor to 
appoint, by will or codicil only, limited 
sums to her husband or others * * *. 

With the consent in writing of the Trustee 
the settlor was permitted (a) to invade the 
principal of the trust in an amount not to 
exceed $250,000, and (b) to revoke or vary 
the terms of the trust * * *. 

‘The plaintiff herein was appointed Sub- 
stituted Trustee on July 30, 1931, and has 
since acted as such. On August 1, 1933, the 
settlor notified the Trustee that she revoked 
the entire trust except the sum of $500,000 
thereof. The Trustee requested the reason 
for such revocation and was informed that 
in view of the “unstable conditions of the 
American dollar” the trust should be in- 
vested in other ways than those permitted 
by the laws governing trusts in New York 
State and that a substantial portion of the 
capital should be invested outside of 
America. 

‘The Trustee in its sound discretion re- 
fused to consent to such revocation. The 
settlor then, on November 27, 1933, delivered 
to the Trustee a revocable deed of appoint- 
ment allegedly made pursuant to the ap- 
pointment provision in the trust, in which 
deed of appointment the settlor appointed 
the entire principal of this trust equally 
among those of her grandchildren who 
would be living at the time of her death. 
* * * 

‘At this time the settlor was at least 
twenty-three years of age and her oldest 
child, John, was only one year and two 
months old while her other child, Elizabeth, 
was then two months old. It may be noted 


in passing (a) that the deed of appoint- 
ment was revocable and could, of course, 
be changed at any time; (b) that the prob- 
abilities were excellent that there would be 
no grandchildren in being at the death of 
the settlor, and (c) that the grandchildren 
appointed were to receive their entire share 
of the principal immediately at the settlor’s 
death even if at the time they might be only 
a year or two old. 

‘Such a document was indeed a fantastic 
one, possessing no apparent attribute of 
logic, sentiment or common sense, but its 
definite purpose soon became clear. 

‘Shortly after serving the Trustee with 
this alleged deed of appointment the settlor 
notified the Trustee that she revoked the 
entire trust. The Trustee then instituted 
this action for a construction of the trust 
agreement and also requested the settlement 
of its intermediate account. 

‘The case first appeared on the Special 
Term, Part 3 calendar on May 25, 1934. It 
was tried that morning. At the trial the 
purpose of this peculiar appointment to 
unborn grandchildren first became clear. 
The attorney for the settlor claimed that 
she alone could revoke this trust since (a) 
her children were no longer benefically 
interested, any interest that they might 
possess having been divested by the appoint- 
ment to the unborn grandchildren who might 
be in existence at the settlor’s death, and 
(b) it was not necessary to have anyone 
represent the settlor’s unborn grandchil- 
dren, the contingent remaindermen under 
her deed of appointment, since Section 23 
of the Personal Property Law requires only 
the consents of persons in being. 

‘The Court at Special Term agreed with 
the argument advanced by the attorney for 
the settlor and delivered an oral opinion 
from the bench holding the trust revoked. 

‘Thereafter the Trustee moved for a 
reconsideration and for the appointment of 
a guardian ad litem for the unborn grand- 
children. This motion was denied on the 
return day. Proposed decisions were sub- 
mitted and on June 6, 1934, the decision and 
the interlocutory judgment were made and 
entered and on June 12, 1934, the excep- 
tions of this guardian ad litem were served 
and a notice of appeal filed.’ 

The judgment of the lower court, so far 
as appealed from, was affirmed. No opinion 
was rendered. Two members of the court 
of five dissenting and voting to reverse and 
grant judgment that the trust has not been 
revoked. 


Eprtror’s Note: Decision subject to appeal to 
the New York Court of Appeals. 
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Excerpts From Selected Articles 


Make Final Payment to Executors or 
Administrators of Last Surviving 
Payee—Legal Department of The 
Connecticut Mutual Life Insurance 
Company Explains Objections to 
Payment to Insured’s Executors or 
Administrators After Income Pay- 
ments to Named Beneficiaries 


“Con-Mu-Topics,”” November, 1934, page 5. 


‘A problem which comes up frequently in 
the income agreement department is that 
of handling requests for deferred settlement 
agreements to contain a provision that final 
payment of principal or commuted value of 
unpaid instalments, shall be made to the 
executors or administrators of the insured. 
The company has for many years urged its 
agents to discourage requests for that pro- 
vision. A clause providing such final pay- 
ment to the executors or administrators of 
the last surviving payee is preferable. Where 
the agent is not able to persuade the in- 
sured to give up the idea of including a 
reversion to his executors or administrators, 
the company insists upon adding an optional 
provision permitting it to pay to those per- 
sons who would have been the heirs of the 
insured, had he died intestate immediately 
after the death of the last surviving payee 
of income. 

‘The reason why the company finds the 
inclusion of a provision for a reversion to 
the insured’s executors or administrators 
objectionable is a practical one, but it is 
based on legal principles. We believe that 
the insured is usually under the impression 
that such a clause will prevent the balance 
of the fund retained by the company after 
the death of those persons for whom he feels 
immediately responsible, from going into his 
wife’s family. He thinks that by referring 
the payment of the principal back to his 
executors or administrators the fund will go 
to those persons who would in fact have 
been his heirs if he had not died until after 
all the beneficiaries named in the agreement, 
who are usually his wife and children. Such 
is not in fact the case. 


The Legal Situation 


When the company first began to make a 
serious effort to eliminate this provision from 
its agreements, it had very little to go on 
outside of legal theories. Since then, because 
of the provisions of the war risk insurance 
legislation there have been plenty of legal 
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precedents developed which amply justify 

the company’s attitude. The act of March 4, 

1925, which amended the World War Vet- 

erans’ Act of 1924, reads in part as follows: 

“If the designated beneficiary does not survive 

the insured or survives the insured and dies prior 

to receiving all of the 240 instalments or all such 

as are payable and applicable, there shall be paid 

to the estate of the insured the present value of 

the monthly instalments thereafter payable, said 

value to be computed as of date of last payment 
made under any existing award.” 

‘The policies of war risk insurance to 
which this statute applies provide for pay- 
ment of the benefits in instalments following 
the death of the insured. In that respect, 
they are similar in plan to our deferred set- 
tlement agreements. It has frequently hap- 
pened that a beneficiary under a policy of 
war risk insurance has not survived to re- 
ceive all of the payments and a question has 
arisen as to the proper payee of the com- 
muted value of unpaid instalments. The 
specific question presented is whether the 
persons entitled through the estate of the 
insured are to be determined as of the date 
of the insured’s death, or as of the date of 
the death of the beneficiary. 


It has been almost uniformly held by the 
courts that the persons who will receive 
through the estate of the insured are those 
persons who are entitled to his estate at the 
time of his death. If his wife is the residuary 
legatee, or the sole heir, the insurance fund 
will go to her estate and not to the insured’s 
brothers and sisters. If the insured was sur- 
vived by his children the proceeds may pass 
through their estates, partly to his wife’s 
family and partly to his own. 

‘We have no doubt that if similar situa- 
tions should arise in connection with one of 
this company’s deferred settlements, it 
would have to be held on the basis of the 
many decided cases, that the persons who 
would ultimately receive the funds payable 
to the executors or administrators of the 
insured are those persons who would take 
through the heirs of the insured as they 
existed at the time of his death. 


Reasons for Option 


‘In view of this legal situation, the com- 
pany’s reasons for wishing to include an op- 
tion enabling it to pay to those persons who 
would have been the heirs of the insured if 
he had died after the death of the last named 
beneficiary, are obvious. In spite of the in- 
clusion of the option, we feel that there is a 
considerable possibility of friction in the 
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event of its exercise. It was included not only 
to enable the company in case of need to 
carry out the insured’s probable intention, 
but also to avoid the necessity of reopening 
the insured’s estate and possibly reopening 
the estate of the deceased beneficiary. If at 
the time of the final payment of the fund 
there were executors or administrators of 
the insured’s estate still acting, the company 
would undoubtedly make payment to them 
and not exercise its option. In case of a dis- 
pute, it would doubtless feel called upon to 
insist upon the reopening of the insured’s 
estate. We have found that the final dis- 
tributees object to the reopening of estates 
because of the expense involved as well as 
the inevitable delay incurred. If the insured 
and beneficiary die residents of different 
jurisdictions, the complications and expense 
are increased still more. 

‘If the legal situation were fully under- 
stood by agents and policyholders, we feel 
sure that we would have fewer requests for 
reversionary provisions in favor of the in- 
sured’s executors or administrators, and in 
cases in which such requests were insisted 
upon, we believe that the policyholder would 
take pains to see that the contingent inter- 
est of his estate was disposed of in his will.’ 


The “Experienced Lawyer Service” in 
Illinois—State Bar Association Has 
Devised Plan for Making Special- 
ized Abilities of Members Available 
to Other Members at Reasonable 
Cost—Plan Overcomes One of the 
Handicaps of General Practitioner 
“American Bar Association Journal,’ November, 
1934—By R. ALLAN STEPHENS of Brown, Hay 
and Stephens, Springfield, Ill., Member General 
Council, American Bar Association, and Secretary 
Illinois State Bar Association. 

‘Recently a list of sixty of the various 
fields of law with which the ordinary Illinois 
lawyer is expected to be familiar was pre- 
pared and submitted to a number of firms, 
including some of the largest and smallest 
legal units in the state. Suggestions of addi- 
tional lines of practice were requested, which 
resulted in a list of over two hundred such 
different fields. More additions have been 
made to this list and it is safe to say that 
today the legal profession of the state is 
credited with being able to practice efficient- 
ly in almost five hundred different branches 
of law, many of which would amply justify 
years of special study to qualify a lawyer 
for service. 

‘The tragedy of the present situation is 
that so many lawyers do not realize the fact 
that it is simply impossible for any one to 


Taba T 


become proficient in every field of the law, 
and no matter what the client’s problem is, 
are too frequently tempted to try to handle 
it alone. As a result the complaints filed with 
bar associations against the lawyers of to- 
day increasingly indicate that most of them 
are the result of some lawyer trying to prac- 
tice in an unfamiliar field. 

‘So far the lawyers have done little to 
remedy this condition of affairs. In some 
cases, large offices have been built up to 
enable certain associates to specialize, but, 
in doing so, the office has usually limited it- 
self to a few general fields and refused busi- 
ness in others. Illustrations of this type of 
offices are the patent law offices, and firms 
specializing in banking or railroad clients 
and their allied interests. However, no 
organized effort has apparently been made 
to make the experience and wisdom of the 
individual member of the bar available to 
fellow lawyers, except where lay organiza- 
tions have attempted such work.’ * * * 

‘Believing the time has come when lawyers 
should be freer to consult with their experi- 
enced fellow members of the bar, the Board 
of Governors of the Illinois State Bar Asso- 
ciation has recently established what it calls 
“Experienced Lawyer Service.” The plan 
submitted has been receiving the approval 
of the Illinois Bar and is being daily used 
by many. 

‘Under the “Experienced Lawyer Service” 
any member of the association may file with 
the secretary of the association information 
as to any line of legal business in which he 
has had experience, and in which he feels he 
is able to advise and assist fellow members 
of the bar. This information is filed upon 
blanks furnished by the association. A mem- 
ber may file in more than one field of the 
law providing a separate questionnaire be 
used for each. A filing fee of one dollar is 
asked for each questionnaire filed, to take 
care of the expense incident to the service. 
Additional questionnaires may be filed at any 
time, and a member may withdraw his ques- 
tionnaire, or any of them, upon a written 
request. 

‘Upon request of any member of the asso- 
ciation, the names of all members who are 
engaged in the practice in any one city, in 
such line of legal practice as may be re- 
quested, are furnished the inquiring mem- 
ber. In addition, a short concise statement of 
the information furnished by the consultant 
member, compiled from his questionnaire, 
will be furnished. A limit of five names in 
any one field is made. The association in no 
way vouches for the experience or ability of 
the consultant, but merely gives the infor- 
mation on file in its office. 
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‘On each questionnaire the member is 
required to indicate a fixed fee for which he 
will agree to consult for a period of not 
exceeding one hour with any other member 
of the association in the field in which he 
is registered as an experienced attorney. A 
member consulting another member as the 
result of the information given by the asso- 
ciation is expected to pay the consultation 
fee which is the entire liability of the inquir- 
ing attorney for such consultation. Fees for 
any further service are required to be 
arranged for during the consultation and 
reduced to writing, a copy of such agreement 
being kept by each member. 

‘The matter of a fixed fee for consultation 
is one of the most important elements of this 
service. Heretofore lawyers have been reluc- 
tant to ask a fellow member of the bar for 
information for two reasons: first, they felt 
that the other lawyer might not charge any- 
thing and, therefore, they did not care to 
presume upon his good nature; or, second, 
they felt that if they went to another lawyer 
for advice and expected to pay for it, the fee 
might be out of proportion to the ability of 
their client to pay. By filing a fixed fee with 
the association, both of these objections are 
obviated; the inquiring lawyer feels free to 
ask for an appointment and he knows exactly 


what the charge will be. So far consultation 
fees have varied from two dollars to twenty- 
five dollars an hour, and the members of the 
bar are surprised to learn that some of the 
very best legal minds in the state may be 
consulted in their particular field for such 
nominal fees. The consultant is glad to make 
the fee a reasonable one because he is thus 
able to get in touch with fellow members of 
the bar who have problems in his particular 
field, and he knows that if he is able to sell 
himself and his ability to the inquiring law- 
yer within the hour of consultation, he will 
probably be retained for further services. 
‘This service has only been available to the 
members of the association for a short time, 
but results have already justified the experi- 
ment. One of the first inquiries was for a 
lawyer who was familiar with procedure of 
a non-compliance case under the N.R.A. For- 
tunately, such a consultant was available 
and the inquiring member was able to obtain, 
within thirty minutes, more information than 
he would have obtained in a week’s study of 
the vast amount of literature on this subject. 
Another member had a complicated inheri- 
tance tax question given him by a very good 
client at a time when he was busily engaged 
in the preparation of briefs in an appeal 
case. To his surprise he learned from the 
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association office that there was a fellow law- 
yer in a nearby city who, for a consultation 
fee of ten dollars, spent the evening with 
him and gave him exact information which 
enabled him to face his client the following 
morning with confidence as to the proper 
procedure and the result which could be 
obtained. 

‘When the service was first proposed, it 
was thought that, while it might do for the 
city lawyer, the country lawyer could not 
use it; but as one young country lawyer 
remarked not long ago, this service is enab- 
ling him to say to his clients that he can 
handle any kind of law business they care 
to give him, for he has available the very 
best legal minds of Illinois and does not have 
to pay the overhead which would be required 
of a large city office. On the other hand, the 
system is proving beneficial to the larger 
offices since their experienced associates are 
able to increase their business by consulta- 
tion fees and retainers in their chosen fields. 

‘One county bar association has proposed 
to go a step further. They have decided to 
make a survey of the members of their asso- 
ciation, having each one indicate the lines 
of practice in which he feels he is capable 
of handling legal business. From this survey 
they propose to determine the fields in which 
their bar is weak and suggest to their mem- 
bers that some of them make special studies 
in such fields in order that in their county 
they may handle as many types of legal 
services as possible. (For example, if their 
survey shows that none of the members of 
their bar feel capable of handling an income 
tax case, they propose to suggest to some of 
the younger members of the bar that they 
make special studies in this field with the 
assurance that their fellow members will 
associate them in handling this type of busi- 
ness. ) 

‘These are but a few of the possibilities of 
this system, and the coming months of ex- 
perience with its use will no doubt suggest 


even greater ramifications not yet apparent. 
At least the Illinois State Bar Association 
feels that it is a definite step forward well 
worth taking.’ 


Problems Under the Securities Ex- 
change Act— 
“Virginia Law Review,’”’ November, 1934. Pages 


1-34. By EUSTACE SELIGMAN, a member of 
the New York Bar. 


‘This article will deal only with a few of 
the sections of the Securities Exchange Act 
of 1934 which present problems of general 
interest to the practising lawyer. Many of 
the provisions of the Act which are most 
important from an economic and political 
point of view will not be discussed because 
they present few legal problems of general 
interest. 

‘This article will be limited to a discus- 
sions of the * * * group of miscellaneous sub- 
stantive provisions of the Act which affect 
a wide class of individuals and which raise 
problems of construction which will be pre- 
sented to many practising lawyers. 

‘These problems of construction will be 
found to be numerous and, to anticipate the 
conclusion of this article, in the opinion of 
the writer, there are so many ambiguities 
in the Act as to justify a demand both from 
business and the bar for its prompt amend- 
ment. In view of these ambiguities it is im- 
possible to give definite answers as to most 
of the questions hereinafter discussed, and 
in so far as opinions are expressed in this 
article they must all necessarily be consid- 
ered as tentative.’ 


Unfair Use of Inside Information 


The Act provides in Section 16 that per- 
sons beneficially owning over 10 per cent 
of any class of any equity security reg- 
istered on a national securities exchange 
and directors and officers of any registered 


















corporation (i. e., one having outstanding 
registered equity securities), must file 
monthly statements of changes in the equity 
securities, if any, of such corporation bene- 
ficially owned by them. It further provides 
that such persons must account to the cor- 
poration for any profits realized by them 
from the purchase and sale of any equity 
security within a period of less than six 
months. 

‘An equity security as defined in the Act 
means generally any stock or security con- 
vertible into stock, or warrant to purchase 
stock. 

‘The purpose of these provisions is to pre- 
vent “the unfair use of information which 
may have been obtained by such beneficial 
owner, director or officer by reason of his 
relationship to the issuer.” That such an 
evil exists is undoubted. Whether the rem- 
edy for such evil provided by the Act is 
desirable is another question. Requiring in- 
siders to file periodic statements as to 
changes in ownership is certainly desirable 
and legislation to this effect was proposed 
by the writer in 1925. 

‘However, to add to the information re- 
quirement the provision for accountability 
for profits seems unsound. On the one hand, 
this provision fails to cover cases of securi- 
ties held for more than six months and 
then sold on the basis of inside informa- 
tion; on the other hand it unfairly includes 
purchases and sales which may occur with- 
in a six months’ period entirely properly 
and in no way in reliance upon inside in- 
formation. The six months’ test bears no 
relationship to the evil sought to be reme- 
died; it is a bed of Procrustes into which it 
is sought to fit proper and improper trans- 
actions. While it is of course difficult to 
establish in any particular case whether or 
not inside information has been made use 
of, nevertheless, the difficulties in applying 
such a test of liability are no justification 
for imposing an artificial test of liability 
which bears no true relation to the evil 
sought to be remedied. 

‘With the purpose of these provisions of 
the Act in mind there will now be dis- 
cussed a series of questions as to their con- 
struction: 

‘A. An individual acquires 15 per cent of 
the common stock of a corporation. He also 
acquires less than 10 per cent of the pre- 
ferred stock of the same corporation. The 
preferred stock is registered on a national 
exchange; the common stock is not. Must 
a statement be thereupon filed by the in- 
dividual under Section 16? 

‘The answer is no. Under the language 
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of the Act an individual who is not an officer 
or director must own over 10 per cent of a 
stock registered on a national exchange in 
order to render the Act applicable to him. 
However, if instead of owning over 10 per 
cent of a registered stock, he is an officer 
or director of a registered corporation, then 
Section 16 applies even though he owns 
only unregistered stock. 

‘While from the point of view of the pur- 
pose of the Act it is somewhat difficult to 
see why Section 16 should not apply in the 
case under discussion, nevertheless, the lan- 
guage of the Act is so clear that no other 
construction could be given to it by a court. 


‘B. A registered corporation gives an 
officer an option to purchase some of its 
stock. Must a statement be thereupon filed 
by the officer? 

‘The answer depends upon whether or not 
an option is an equity security. The defini- 
tion of equity security includes any right 
to purchase stock and it is therefore argu- 
able that since an option constitutes such 
a right, it is an equity security. On the 
other hand, the definition of equity security 
must be considered in its entirety, and one 
word isolated from the balance of the defi- 
nition cannot be safely relied on. Accord- 
ingly, envisaging the definition as an 
entirety, it would seem that an equity 
security was intended to include only that 
which is customarily deemed a security and 
that therefore the term “right” should be 
given not a technical legal definition but 
rather the customary financial meaning of 
the word “rights,” namely, privileges to 
purchase given to a class of individuals for 
some reason other than their employment 
by the company. On this view an option to 
a single officer would not be deemed an 
equity security nor would even a number of 
such options given to a group of officers or 
employees be such. It is the opinion of the 
writer that the latter view is the correct 
one under the language of the Act and this 
conclusion is fortified by a consideration of 
the underlying purpose of this portion of 
the Act. 

‘C. X gives to an officer of registered 
corporation A an option to purchase some 
of the stock of corporation A. Must the 
officer file a report as to this? 


‘If the answer given to case B above is 
correct, then the answer in this case is like- 
wise no. However, even if the answer to 
case B were wrong, there is a further dis- 
tinction in this case, namely, that if such 
an option is a security, then the issuer of 
such security would appear to be the in- 
dividual giving the option and not corpora- 
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tion A, and accordingly, it would follow 
from this that the officer would not be re- 
quired to file any statement. A contrary 
view cannot be justified by the language of 
the Act. Here again the conclusion is con- 
sistent with the purposes of the Act. 

‘D. Corporation A issues bonds with war- 
rants to purchase from it registered stock 
of corporation B. X and Y are respectively 
officers of corporations A and B and each 
own some of the bonds. Is X or Y or are 
both required to file statements and account 
for profits ? 

‘The answer to this question apparently 
depends upon the same theory noted under 
case C above, namely, that a warrant or 
right is a security of the person issuing the 
warrant or right and not of the corporation 
the stock of which is the subject of the 
warrant or the right. Accordingly, it would 
necessarily follow that director X of cor- 
poration A alone is required to file and is 
accountable for profits. This conclusion is 
not consistent with the purposes of the Act. 
Y rather than X is the individual who has 
access to the inside information and who 
should therefore be the one affected by the 
Act. However, in view of the language of 
the Act on this point, any attempt to con- 
strue it so as to accomplish the purpose of 
the Act would seem impossible. 

‘E. In order to determine whether a per- 
son owns more than 10 per cent of any class 
of an equity security, questions will fre- 
quently arise as to what constitutes a class. 
Especially in the case of preferred stock it 
has been the practice frequently to issue 
what are termed series of preferred stock 
varying in certain respects. Is each series a 
separate class for the purpose of the Act? 
If not, is the test solely whether a particu- 
lar category of stock is termed a separate 
class or a separate series? While it is argu- 
able that this view is a formal one, never- 
theless it would seem that it was the correct 
one and that reference can properly be 
made to the local laws of incorporation for 
the purpose of determining what is a sep- 
arate class and what is merely a separate 
series. 

‘F. In the case of stock owned by a part- 
nership who is the beneficial owner for the 
purposes of the Act, the partnership or the 
individual partners or both? 

‘To answer that both the partnership and 
the partners are the beneficial owners of 
the stock seems unsound. Two different per- 
sons cannot at the same time both be the 
beneficial owners of the same thing; such 
a view would render the term meaningless. 

‘Assuming then that the choice must be 
made between the partnership and the in- 
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dividual partners, what should the answer 
be? This is one of the most doubtful ques- 
tions raised in construing the Act and it is 
impossible to answer with any degree of 
assurance. It seems to the writer that the 
preferable view is that the individual part- 
ners are the beneficial owners of securities 
owned by the partnership and that the part- 
nership itself is not the beneficial owner. 
The reason for this view is that a partner- 
ship is, under American law, for most pur- 
poses, not considered to be a legal entity. 
This legal concept conforms to the factual 
situation which is that a partnership is 
primarily an association of certain individ- 
uals for a limited duration in contrast to a 
corporation which is an association in which 
the interests are transferable and the dura- 
tion of which is usually for a long period. 
Furthermore, in a partnership the distribu- 
tion of profits is directly in the control of 
the partners whereas in a corporation it is 
not directly in the control of the stock- 
holders. Because of this factual distinction 
between partnerships and corporations the 
present Federal income tax law taxes the 
profits of American partnerships directly to 
the partners in contrast to the method of 
taxing corporations. For these reasons it 
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would seem preferable to say under Section 
16 that the individual partners are the bene- 
ficial owners of the partnership securities 
and that upon the sale of partnership 
securities at a profit, such profits are real- 
ized by the individual partners. 

‘A doubt is thrown upon this conclusion 
by the fact that the Act defines a person 
as meaning among other things a partner- 
ship. This definition affords some basis for 
the view that a partnership is to be treated 
as an entity for the purpose of construing 
the provision of the Act under considera- 
tion. However, it is believed that this argu- 
ment is not persuasive and that the inclu- 
sion of a partnership in the definition of a 
person under the Act does not require the 
conclusion that a partnership must be con- 
sidered as a legal entity and deemed the 
beneficial owner of securities held by it. 
* *k * 

‘G. In the case of stock owned by a trust 
not a business trust, is the beneficial owner 
of the stock the trustee, the beneficiaries 
or the trust itself? 

‘There would seem to be no basis for the 
view that the trustee is the beneficial owner. 
He is not in fact the beneficial owner nor 
can he realize any profit from a sale of 
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securities by the trust. The fact that the 
trustee may control the investments of the 
trust has no bearing upon the question. 
The Act deals with beneficial owners using 
inside information for their own advantage 
and does not deal with persons not beneficial 
owners who may obtain and use inside in- 
formation for the advantage of others. 

‘Whether or not the beneficiaries of the 
trust are the beneficial owners of the secur- 
ities held by the trust is a more difficult 
question. One’s first reaction is to say yes 
on the ground that the term “beneficial 
owner” is an apt phrase to describe the 
beneficiary of a trust and that presumably 
such was intended. However, difficulty arises 
with this view when consideration is given 
to the question of whether the beneficiary 
realizes profit from a transaction of the 
trust. Trusts usually have one or more life 
beneficiaries followed by one or more con- 
tingent or vested remaindermen. Which of 
such beneficiaries realizes the profit? The 
life beneficiaries do not realize the profit 
because it is not income to them. The con- 
tingent remainderman may or may not be- 
come entitled to the remainder interest and 
certainly until he does, has realized no 
profit. The vested remainderman, if his 
estate follows that of a contingent remain- 
derman, is in the same situation as the con- 
tingent remainderman. Even if the vested 
remainderman’s estate follows directly after 
a life estate, it is difficult to contend that 
he has realized a profit when the trust 
realizes a profit, for his enjoyment of that 
profit may be postponed for many years; in 
such a situation one would not ordinarily 
say that the vested remainderman had real- 
ized a profit, but rather that a profit had 
been realized which would some day inure 
to his benefit. 

‘These considerations make it difficult, if 
not impossible, to contend that beneficiaries 
of a trust are the beneficial owners and 
realize profits from the sale of trust assets 
within the meaning of the provisions of the 
Act under discussion. This conclusion is 
fortified by the practical consideration that 
it may often be impossible for a beneficiary 
to obtain from the trustees monthly state- 
ments as to changes in investments of the 
trust. 

‘There remains then the trust itself as 
the beneficial owner which realizes profits 
from the sale of the securities. To construe 
the Act as having this effect involves the 
minimum of difficulties. * * * If the trust 
alone realizes the profit and the profits are 
not distributable to any individual, the bene- 
ficial owner is the trust itself. * * * 

‘If a trust is treated as an entity, then in 
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computing the 10 per cent the interest of 
the beneficiaries can be ignored; on the 
other hand, by treating the trust as an 
entity, a director or officer who is the bene- 
ficiary of the trust is not subjected to the 
requirements of Section 16. It can there- 
fore hardly be said that this result accom- 
plishes the purposes of the Act less effec- 
tively than would a construction holding 
that the beneficiary is the beneficial owner. 

‘It should be noted that assuming that 
the view herein contended for is correct, 
nevertheless, an exception might well be 
made with respect to those types of trust 
such as revocable trusts where the grantor 
retains such rights that in fact he is still 
the owner of the trust assets. * * * 

‘The preceding discussion has dealt with 
the case of trusts other than business trusts. 
The same principles would seem to be 
applicable to estates. * * * 

‘H. Corporation X owns 8 per cent of a 
class of registered equity security of cor- 
poration A. A director of corporation A 
owns 5 per cent of the stock of corporation 
X. Is he subject to Section 16? 

‘In the opinion of the writer, the answer 
is clearly no. * * * 

‘I. Corporation X owns 40 per cent of a 
class of a registered equity security of cor- 
poration A. An individual owns 26 per cent 
of the stock of corporation X. Is the in- 
dividual subject to the provisions of Sec- 
tion 16? 

‘The answer, in the opinion of the writer, 
is unquestionably no. 

‘J. Corporation X owns 8 per cent of a 
class of a registered equity security of cor- 
poration A. A director of corporation A 
owns 51 per cent of the stock of corporation 
X and is president and one of the directors 
of corporation X. Is he subject to the pro- 
visions of Section 16? 

‘The answer, in the opinion of the writer, 
nm, * 7 * 

‘O. A director purchases 200 shares of a 
registered stock of his corporation, 100 at 
$90 and 100 a week later at $100. Within 
six months of the first purchase he sells 
the certificates for the second 100 shares 
at $100. Has he realized a profit? 

‘The answer depends upon whether in 
determining profit under Section 16 (b) the 
rule of average cost will be adopted or the 
rule of first in first out or the rule of iden- 
tification of the particular securities sold. 
In the absence of any language in the Act 
adopting a contrary rule, the rule of identi- 
fication would seem to be necessarily re- 
quired even though it might permit of an 
evasion of the purpose of the Act in cer- 
tain cases. 
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‘P. An individual acquires 11 per cent of 
a registered stock. Within six months the 
corporation’s assets are sold and a liquidat- 
ing dividend is distributed to all of the 
stockholders and the corporation is dis- 
solved. If the liquidating dividend exceeds 
the cost of the stock, must the individual 
account for his profit? 

‘It is believed that the answer is no upon 
the ground that the individual has not sold 
his: stock. * * * 

‘Q. Can an officer of a corporation who 
has an option to purchase registered stock, 
contract to sell the stock and then take up 
the option and make delivery under his con- 
tract of resale? 

‘The answer seems no. The term “sale” is 
defined in the Act to include a contract of 
sale and accordingly such a contract of sale 
cannot be entered into until the officer has 
exercised his option and owns the stock. 
* * *? 

The author deals at some length regard- 
ing the subjects of both manipulation and 
options. In concluding the article Mr. Selig- 
man states: 

‘An attempt has been made above to 
present some of the problems arising under 
certain of the provisions of the Securities 
Exchange Act and to suggest answers to 
them. The list of problems is not intended 
to be comprehensive and there are many 
other problems perhaps of equal importance 
in connection with other sections of the Act 
which have not been referred to. However, 
the number of questions raised herein is 
sufficiently great and the difficulty of defi- 
nitely answering many of them is sufficient- 
ly obvious, to show that prompt amendment 
of the Act is desirable. Even if no change is 
to be made in any of the policies effected 
by the Act as advocated herein, amend- 
ments for the purpose of clarification are 
essential in order that business men and 
lawyers advising them, can know definitely 
what the requirements of the Act are.’ 

Forty-six footnotes of citations, references 
and comments. 


Defamation of the Dead 


“New York Law Journal,” October 30 and 31, 
1934. By PERCIVAL E. JACKSON, a Member 
of the New York Bar. 


‘Many people are loath to speak ill of the 
dead, though the criticism be just. This feel- 
ing finds its roots in the taboo of the savage 
which generally forbade even mention of the 
name of the dead lest the spirit be sum- 
moned or disturbed. (The savage taboo 
made no distinction between fear and sanc- 
tity.) 

‘The Egyptians, however, held a veritable 
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trial of the dead at the instance of a creditor 
or other person objecting to accordance of 
proper and customary disposition of the 
body. 

According to Plutarch, Solon forbade men to 
speak evil of the:dead, for it was pious to think 
the deceased sacred and just not to meddle with 
those that are gone. 


‘Beyond the realm of good taste and habit 
lies the field of our inquiry as to the atti- 
tude of the law respecting defamation of 
the dead. 

‘Defamation of the dead found recogni- 
tion in the common-law definition of libel 
which Hawkins described as “a malicious 
defamation, expressed either in printing or 
writing and tending either to blacken the 
memory of one who is dead or reputation 
of one who is living. * * *” 

‘Libel (as distinguished from slander in 
the modern sense), whether of the dead or 
of the living, if malicious (in the legal 
sense * * * ) was said to be an indictable 
offense at common law. 

‘It was not, however, the defamation that 
constituted the basis of the offense, but the 
tendency of the libel to provoke a breach of 
the peace (Rex v. Ensor * * * ), Manifestly 
from this standpoint, the only difference 
between libel of the dead and of the living 
would be that the former would tend to pro- 
voke the heirs, if any, while the latter 
would usually tend to incite the person tra- 
duced. Reg. v. Mead (1840, 4 Jur. Eng., 
1014) held that the person aggrieved must 
make the complaint. 

‘Solon’s injunction * * * sought “to pre- 
vent the perpetuity of discord” and offend- 
ers were fined. So, at common law, in the 
absence of statutory definition, the court 
found, in Regina v. Labouchere (12 Q. B. C., 
320), that the fact that the complainant 
was a non-resident of England would be a 
cogent argument against interference by the 
court, since it was unlikely that there was 
an intent to provoke a breach of the peace 
and unlikely that any would follow. Nor did 
the sons of Gladstone feel that they could 
truthfully contend that the defamation of 
their father by Capt. Wright would tend to 
a breach of the peace, for at the time they 
were both over seventy and the captain was 
a much younger man. They therefore re- 
sorted to publicly denouncing Capt. Wright 
as a liar. He brought an action for libel 
and lost. The jury added a rider to its ver- 
dict that “the jury wish to add that in their 
unanimous opinion the evidence that has 
been placed before them has completely 
vindicated the high moral character of the 
late Mr. W. E. Gladstone.” 
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‘As noted above, to constitute criminal 
libel there must be malice in the legal sense. 
This, like the element of criminal intent 
generally, involves the knowing commission 
of the act. But in the case of libel of the 
dead there must be more. So, in Rex v. Top- 
ham (supra) the court said, in holding an 
allegation that the libel was perpetrated 
with malovelent design to injure the me- 
mory of a dead person and provoke his 
surviving relatives to a breach of the peace: 

Now to say in general that the conduct of a 
dead person can at no time be canvassed, to hold 
that even after ages have passed the conduct of 
bad men cannot be contrasted with the good, 
would be to exclude the most useful part of his- 
tory. Therefore, it must be allowed that such pub- 
lication may be made fairly and honestly. But, if 
it be done with malevolent purpose or to villify 
the memory of the deceased and with a view to 
injure his posterity, then it comes within the rule 
stated by Hawkins, then it is done with a design 
to break the peace and then it becomes illegal. 


‘There are statutes defining criminal libel 
in many of our states, and of these, many 
omit any requirement that the defamation 
should tend to a breach of the peace. 

‘Whether a civil action for damages will 
lie for the defamation of a dead person in- 
volves other questions. 

‘Generally, the damage recoverable for 
defamation is based upon pecuniary loss; 
mental suffering alone will not suffice, 
except where the statement is libelous per 
se. Though the loss suffered by the defamed 
person may be material that does not except 
an action for defamation from the rule that 
an action for a personal wrong abates upon 
the death of the defendant or the plaintiff. 
Otherwise, the right of action would pass to 
the executor or administrator. If, after 
death, the right of a man to decent Christian 
burial were extended to include a right of 
the dead to be free of defamation, a cause 
of action for defamation of the dead would 
accrue not to the next of kin but to the per- 
sonal representatives of one deceased. In the 
Roman law, by reason of the conception of 
the family as the civil and social unit, an 
insult to one member of the family, though 
dead, was an injury to each member thereof. 
This conclusion resulted also from the 
Roman notion of “universal succession” and 
the continuance of the personality of the 
decedent in the heir. But on this score “the 
dead have no rights and they suffer no 
wrongs. The living alone are the subjects 
of the legal protection of the law of libel 
and the law is intended to protect them. 

* oe” 

‘The English law gives no right of action 
for defamation of the dead, and this also is 
the rule in Scotland. 
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‘In a Bombay case the defendants attend- 
ed the funeral ceremony of Premji Ludha, 
the headman of the Karad caste, and there 
before a large concourse of people made a 
violent attack on the moral and religious 
character of the deceased, declaring that he 
was “patit,” a term of great opprobrium 
and reproach among Hindus. Many of those 
assembled left at once in consequence, and 
the family of the deceased suffered great 
pain and annoyance, and also were much 
lowered in public estimation. The plaintiff 
sued as the heir and nearest relation of the 
deceased for damages. Held, no action lay. 


‘In the United States, the rule is the same 
for a number of stated reasons. Damages 
recoverable for defamation (except in ex- 
ceptional cases which do not qualify this 
statement), though basicly in their nature 
pecuniary, are not recognized as such as 
will pass to the personal representatives. 
One person can never sue to recover dam- 
ages which occur by reason of defamation 
of another. 


‘The same rule is applied to disparage- 
ment of a man’s goods when a libel action 
is brought. 

‘Libel or slander involves reflection on the 
plaintiff personally, and although dispar- 
agement of a man’s goods need not neces- 
sarily reflect on him personally, there are 
circumstances in which it may. An illustra- 
tion is to be found in Linotype Co., Lim., v. 
British Empire Typesetting Machine Co., 
Lim. (1899, 81 L. T. 331). The parties were 
both manufacturers of typesetting ma- 
chines. The plaintiffs had installed some 
machines on trial in a newspaper office, but 
they had been requested to take them back, 
not because of anything unsatisfactory in 
the working of the machines, but solely on 
account of the requirements of a trade 
union. The defendants circulated a state- 
ment as to the removal of the machines 
which the jury found imputed that the 
plaintiffs were knowingly selling worthless 
machines. No special damage was alleged. 
Judgment for the plaintiffs was upheld in 
the Court of Appeal and the House of 
Lords. Lord Halsbury said: 


It is quite possible to make a reflection which 
by the mere form of expression would seem to be 
only a criticism of goods, but nevertheless would 
involve a reflection upon the maker or seller. 
Could it be gravely argued that to say of a fish- 
monger that he was in the habit of selling de- 
composed fish would not be a libel on him in the 
way of his trade? And if so, would it not be a 
mere juggle with language to alter the form of 
that allegation and to say that all the fish in 
A’s shop is decomposed? (Law Journal, London, 
reprinted in New York Law Journal, October 22, 
1934.) 
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‘The law of libel partakes of the usual 
rule that denies recovery for mental suffer- 
ing unaccompanied by other injury unless 
the statement is libelous per se. “The action 
of slander is not to redress or punish the 
indignity or outrage on one’s feelings when 
he is falsely charged with an offense, but 
to redress his reputation or character with 
others.” And no argument will lie that the 
insult to one’s ancestor injures one pecuni- 
arily. “This, probably, is a necessary inci- 
dent to the theory of the social relations 
entertained here, where one is supposed to 
stand or fall upon his own merits and where 
success or failure is entirely independent ef 
the accident or rank or family connection. It 
necessarily follows that, theoretically at 
least, no man’s success can be aided or re- 
tarded by the character of his relative. The 
defamation of such character, therefore, 
however grievous or disturbing, can afford 
no injury that can be measured by a pecun- 
iary standard.” 

“*The fact that an infant has been defamed 
gives his parents no right of action, unless in 
some very exceptional case it deprives the parent 
of services’ * * * of course there could be no loss 
of service here because the infant was already 
deceased.” 


But in several states civil liability for a 
libel of the dead is imposed by statute.’ 
Twenty citations. 


Revenues for Relief—Major Problem 
Confronting 43 State Legislatures 
in January — Temporary Methods 
of Financing Must Give Way to 
More Carefully Planned Procedure 
“State Government,” November, 1934—By L. 
LASZLO ECKER-R., Municipal Finance Section, 
Federal Emergency Relief Administration. 
“Next January when 6,900 of the 7,600 

state legislators convene for regular ses- 

sions in forty-three of the state capitals, no 
problem will cause them greater concern 
than that of financing unemployment re- 

mm ** 


“During the past five years the number 
of recipients of relief has steadily increased. 
In July, 1934, 13.8 per cent. of the popula- 
tion of the United States was relying for all 
or part of its necessities upon government 
agencies. * * * 
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“State funds expended for unemployment 
relief during the first half of 1934 exceeded 
the total expended during the calendar year 
1963. * * * 

“An examination of the sources of state 
unemployment relief funds indicates that 
the bulk of state unemployment relief 
financing to date has been emergency in 
character. The funds expended for unem- 
ployment relief from ordinary state welfare 
budgets amounted to less than one per cent. 
of the total. * * * 

“The implications of the emergency char- 
acter of unemployment relief financing can- 
not be minimized. Assuming that many 
years will elapse before the assimilation of 
a large portion of the unemployed into pro- 
ductive economic activity ... an assumption 
which appears more probable from day to 
day ... the desirability of more permanent 
methods of financing becomes self-evident. 
Plans under consideration for correcting the 
structural weaknesses of our economic order 
will require substantial appropriations, 
whatever form these plans may take. 

“The hurdles to be negotiated before state 
financing of unemployment relief can as- 
sume a permanent form are numerous. 
Foremost among these is the problem of 
financial responsibility. Where does federal 
responsibility begin and state and local re- 
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sponsibility end? Can such responsibility be 
defined with precision applicable to all units 
of government .. . irrespective of economic 
structure, relief requirements, and financial 
ability? What revisions of state and local 
revenue systems are desirable in the event 
of state and/or local assumption of a rea- 
sonable portion of the relief burden?” 

In addition to the chart reproduced be- 
low, the article contains charts or tables as 
follows: 

Sources of state unemployment relief 
funds, 1931-1934. 

Percentage of state relief expenditures by 
geographical divisions (same period). 

State unemployment relief expenditures 
by geographical divisions. 

Sources of state unemployment relief 
funds by geographical divisions. 

Number of states which obtained unem- 
ployment relief funds from _ individual 
sources. 

Sources of state unemployment relief 
funds (percentage distribution). 

Sources of state unemployment relief 
funds by states. 

Income taxes as a source of state unem- 
ployment relief funds. 

Transfers from welfare appropriations as 
a source of state unemployment relief 
funds. 
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Changes in Banking and Trust Field 


ARIZONA 

Phoenix—Valley Bank & Trust Company 
of Arizona has appointed J. F. Houston as 
supervisor of branches. His former position 
as manager of Glendale branch is now held 
by R. E. Moore, formerly head of the Pres- 
cott branch. Mr. Moore was an organizer 
and an original officer of the Valley Bank. 


ARKANSAS 

Hot Springs—Arkansas National Bank 
announces the election of John G. Higgins, 
formerly chairman of the board, as presi- 
dent. He succeeds Fred N. Rix. 


CALIFORNIA 

San Francisco—The American Trust 
Company has selected G. Parker Toms as 
executive vice-president, to assume his new 
duties January 1. Mr. Toms has been asso- 
ciated with the American Trust for some 
time, as a director and a member of the 
executive committee, in which capacity he 
had the management of former affiliates of 
the company. It is announced that no change 
is contemplated in the present official per- 
sonnel. 

San Francisco—Bank of America an- 
nounces the appointment of Donaldson 
Thorburn, assistant vice-president, as head 
of the advertising and publicity depart- 
ments, and of L. E. Townsend as advertis- 
ing manager. Mr. Thorburn joined the bank 
last year after five years as city editor of 
the Pacific Coast edition of the Wall Street 


Journal. Mr. Townsend has been with the 
Bank of America since 1923, having been 
assistant vice-president at the Market-New 
Montgomery branch. 

Glendale—The First National Bank has 
been chartered with capital of $200,000 to 
succeed the First National Bank in Glen- 
dale. Mattison B. Jones is president. 

San Francisco—Benjamin J. Henley, vice- 
president of the California Pacific Title & 
Trust Company, has been elected president 
of the American Title Association. 


CONNECTICUT 
Greenwich—Greenwith Trust Company 
has announced the election of Eugene G. 
Blackford as president of the company, 
effective January 1. Mr. Blackford comes 
from the Brooklyn Trust Company, Brook- 
lyn, N. Y., where he was assistant secretary 
of the personal trust department for four 
years at the main office, and recently at the .- 
Manhattan office. He succeeds Nathaniel E. 
Knapp. Mr. Blackford, a native of Brook- 
lyn, began his banking career in 1903 when 
he joined the old Bedford Bank which later 
merged with the Peoples Trust Company of 
Brooklyn. He became associated with the 
Federal Reserve Bank of New York upon 
its organization in 1914. Following distin- 
guished war service he went with the Bank 
of the Manhattan Company in 1924, organ- 
izing the personal trust department, of 
which he was in charge at the time of join- 
ing the Brooklyn Trust Company in 1930. 


Elected to Executive Committee, Trust Division, A.B.A. 


FREDERICK A. CARROLL 


Vice-president, National Shawmut 
Bank, Boston 


HAROLD ECKHART 


Vice-president, Harris Trust & 
Savings Bank, Chicago 
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SAMUEL C. WAUGH 


Vice-president and Trust Officer, 
First Trust Co., Lincoln 
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DISTRICT OF COLUMBIA 

Washington—The Riggs National Bank 
has promoted George M. McKee and Ken- 
neth F. Brooks, formerly assistant trust 
officers, to trust officers, and has appointed 
Henry K. Dierkoph as assistant trust 
officer. The trust department continues in 
charge of Sidney Taliaferro as vice-presi- 
dent and trust officer. 


GEORGIA 

Atlanta—First National Bank has an- 
nounced the election of Harold T. Patterson 
as assistant trust officer, the addition to the 
official staff, according to a statement by 
president John K. Ottley, being necessitated 
by increase in business of the department. 
Mr. Patterson is a graduate of the Univer- 
sity of Georgia and received the Doctor of 
Laws degree from Harvard Law School in 
1928, when he joined the Atlanta law firm 
of Dorsey, Shelton & Pharr, where he 
specialized in the liquidation of estates. 

La Grange—La Grange National Bank 
has elected Eugene T. Johnson as president 
to succeed H. D. Glanton. Mr. Johnson 
comes from Atlanta, where he was vice- 
president of the Citizens & Southern Na- 
tional Bank. 


IDAHO 
Boise—First National Bank of Idaho an- 

nounces the appointment of John Schoon- 

over as executive vice-president. Mr. Schoon- 


over has been president of the Production. 


Credit Association of Spokane, Wash. 


ILLINOIS 

The new statement form devised for ex- 
amination of state banks by State Auditor 
Barrett, requires listing of loans and invest- 
ments pledged against deposits of trust 
departments (for Federal Reserve member 
banks), as well as of securities with 
Auditor of Public Accounts to qualify for 
exercise of trust powers. 
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Peoria—Central National Bank & Trust 
Company has elected Frank C. Mayne, Jr., 
as trust officer in charge of the trust de- 
partment. Mr. Mayne had been a state bank 
examiner and succeeds F. J. Decker, who 
resigned to enter the real estate and accoun- 
tancy field. 

Chicago—Live Stock National Bank an- 
nounced the recent appointment, as trust 
officer, of Edwin C. Crawford, formerly a 
trust official of the State Bank of Chicago 
and subsequently of the Foreman-State 
Trust & Savings Bank. 

Macomb—Union National Bank and Ma- 
comb National Bank were recently merged 
under the former title. J. W. Bailey, for- 
merly president of the Union National, is 
president, and J. O. Peasley, formerly presi- 
dent of the Macomb bank, is chairman of 
the board. 

Quincy—The State Street Bank & Trust 
Company has resumed business on a normal 
basis, after having been restricted since 
January, 1933. 

Chicago—Liberty National Bank has 
elected Maurice Cohn, trust officer, to the 
additional post of vice-president. 

INDIANA 

Columbia City—Columbia State Bank has 
named Dr. B. P. Linvill as acting president 
to succeed the late Wallace Williamson. Dr. 
Linvill had been first vice-president. 

Indianapolis—Marion County State Bank 
is now operating on a normal basis. 

IOWA 

Cedar Rapids—The First Trust & Sav- 
ings Bank has opened for business in Cedar 
Rapids with capital of $100,000 and will 
make available deposits of the old Iowa 
State Savings Bank. John W. Pichner is 
president, and F. S. Mitvalsky vice-presi- 
dent. 

Eldora—Hardin County National Bank 
has been chartered to succeed the Hardin 
County National Bank and the affiliated 
Hardin County Trust & Savings Bank. D. 
M. Moser continues as president. 

Waterloo— Charles S. McKinstry has 
been advanced from cashier to vice-president 
of the National Bank of Waterloo to suc- 
ceed Rodney Lien. 


KANSAS 
Paola—John W. Sponable has returned 
to the Miami County National Bank from 
a leave of absence as conciliator under the 
farm mortgage moratorium law. 
KENTUCKY 
Owensboro—The Central Trust Company 
has resumed operations on an unrestricted 
basis and has become a member of the Fed- 
eral Deposit Insurance Corporation. 
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MASSACHUSETTS 

Boston—State Street Trust Company has 
elected Edward L. Bigelow as a vice-presi- 
dent, director and chairman of the trust 
committee, according to announcement by 
Ralph Eastman, vice-president of the trust 
department. Mr. Bigelow is a graduate of 
Harvard University, class of ’21, and has 
since been associated with the investment 
firm of Tucker, Anthony & Company of 
Boston, as a partner during the past four 
years. 

Gloucester—Cape Ann National Bank 
has chosen N. Carleton Phillips, formerly 
vice-president, as president, to succeed the 
late John J. Pew. William G. Brown, Jr., 
a director, was elected to the vice-presi- 
dency. 

Plymouth—Old Colony National Bank 
merged with the Plymouth National Bank, 
effective November 13, under the latter title. 

Worcester — Worcester County Trust 
Company opened November 10, according 
to announcement by the president of the 
new institution, as the largest commercial 
bank in Massachusetts outside of Boston, 
and operating under the oldest trust com- 
pany charter in the state. The trust com- 
pany, with capital structure of over four 
millions, continues the business of the 
Worcester Bank & Trust Company, Worces- 
ter County National Bank at Worcester and 
Fitchburg, Spencer National Bank, North 
Brookfield National Bank and Second Na- 
tional Bank of Barre. Deposits are in excess 
of thirty-two millions and trust funds in 
excess of thirty-five millions. The new com- 
pany is a member of the Federal Reserve 
System and Federal Deposit Insurance 
Corp. Wm. J. McKinley, assistant trust 


officer of the old Worcester Bank & Trust 
Company, is vice-president and trust officer. 
A. Otis Davis, the new president, is a re- 
tired manufacturer and was largely re- 
sponsible for the successful reorganization 
and consolidation work. 

MICHIGAN 

Detroit—Henry M. Zimmerman, formerly 
president of the Michigan Bankers Associa- 
tion and president of the former First 
National Bank of Pontiac, has been elected 
chairman of the United Savings Bank of 
Detroit. He succeeds Laverne Bassett. Mr. 
Zimmerman has long been a director of the 
bank. 

Saginaw—The newly organized Saginaw 
State Bank has selected James Shackleton, 
formerly cashier of the Bank of Kalamazoo, 
as cashier and chief executive officer. The 
new bank will start with capital funds of 
$480,000. 

MISSOURI 

Oscar G. Schalk, comptroller of the Mer- 
cantile-Commerce Bank & Trust Company, 
St. Louis, was elected president of the Na- 
tional Association of Bank Auditors at their 
recent annual convention at Washington. 

Thomas C. Hennings, Jr., son of Judge 
Hennings of the Mercantile-Commerce Bank 
& Trust Company of St. Louis, is one of 
the country’s youngest Congressmen, re- 
ceiving a heavy plurality in the recent elec- 
tion. 

NEW JERSEY 

Newark—Mount Prospect National Bank 
has elected Henry B. Rogers as. president 
to succeed Alfred L. Dennis, resident part- 
ner of Post & Flagg, who resigned recently. 
Mr. Rogers had been an executive of the 
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General Electric Company until his retire- 
ment in 1931. William A. Bishop was elect- 
ed a vice-president of the bank. 

Asbury Park—Seacoast Trust Company, 
closed since December, 1931, has reopened 
under the presidency of Edward T. Mitchell, 
with capital funds of $150,000. Frank F. 
Allen, Howard Hulick and Nelson Schoen 
are vice-presidents and J. Scott Branson 
is trust officer. 

New Brunswick—Waldemar H. Fries was 
recently elected president of the New Bruns- 
wick Trust Company to succeed C. B. 
Veghte. 

Lakewood—F ull trust powers have been 
granted to the Peoples National Bank in 
Lakewood. 

Elizabeth—Verner D. Peer, who recently 
resigned as deputy commissioner of the 
State Department of Banking, has joined 
the Union County Trust Company as vice- 
president. Clarke Whittemore, who was suc- 
ceeded as president by George Bauer last 
month, continues as chairman of the board 
and trust officer. 

NEW YORK 

The State Banking Department has given 
approval to the County Trust Company of 
White Plains for a new branch office to be 
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opened in the village of Mamaroneck, which 
is at present without commercial banking 
facilities. Approval of a branch in Wood- 
mere, L. I., was also granted to the Law- 
rence Cedarhurst Bank, Lawrence. 

New York—National City Bank has an- 
nounced appointment of George S. Moore 
and J. H. Townsend as assistant vice-presi- 
dents. Mr. Moore had been an assistant 
secretary of the City Bank Farmers Trust 
Company since January, 1931, attached to 
the staff of James H. Perkins, chairman of 
the. board. 

Wellsville—Howard N. Cassel has been 
elected executive vice-president of the Citi- 
zens National Bank. He was formerly re- 
ceiver of the National Bank of Clearfield, 
Pa. 

New York—Anglo-South American Trust 
Company has announced the election of 
Cecil Piatt, former vice-president, as presi- 
dent to succeed Norman C. Stenning, who 
recently went to Buenos Aires to become 
chief manager of the company’s branches 
in the Argentine. J. Lintott, formerly with 
the company’s branch in Mexico, has been 
elected vice-president in the New York 
office. 

New York—Guaranty Trust Company 
announces election of John K. Moffett as a 
second vice-president. 

New York—Trust Company of North 
America has appointed George H. Rhine- 
hart, former partner of E. Naumberg & 
Co., as assistant vice-president. 

Brooklyn—Eugene G. Blackford has re- 
signed as assistant secretary of the trust 
department of 
the Brooklyn 
Trust Com- 
pany to accept 
the presidency 
of the Green- 
wich Trust 
Company, 
Greenwich, 
Conn. 

New York— 
Continental 
Bank & Trust 


Company an- 
nounces__ that 
James 7. 


Draper, previ- 
ously with 
Fenner & 
Beane, has joined the new business depart- 
ment of the bank. 

New York—Benjamin L. Allen has re- 
tired from the vice-presidency of the Irving 
Trust Company after a long and distin- 
guished career. 


EUGENE G. BLACKFORD 
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Valentine Perry Snyder, president of the 
National Bank of Commerce of New York 
City until 1911, and a former Deputy Comp- 
troller of the Currency, died recently at his 
New York home. 

Robert C. Pruyn, for 43 years until May, 
1931, president of the National Commercial 
Bank & Trust Company, Albany, died rec- 
ently in Albany. 


NORTH CAROLINA 

Raleigh—Robert P. Holding, vice-presi- 
dent of the First Citizens Bank & Trust 
Company of Smithfield, following his pur- 
chase of majority stock in Wake County 
Bank of Raleigh, announced that the latter 
institution will be consolidated with the 
First Citizens, which presently has ten 
branches throughout this part of the state, 
and capitalization will be increased to 
$1,000,000. 

Gastonia—Charter has been granted to 
the National Bank of Gastonia, recently 
organized with capital of $200,000 to suc- 
ceed the First National Bank of Gastonia. 


OHIO 

Chillicothe—Orville G. Kear has _ been 
elected to the presidency of the First Na- 
tional Bank as successor to the late Samuel 
M. Veail. Mr. Kear had been vice-president 
of the bank and was formerly with the 
Citizens Trust Company of Columbus. 

Lorain—Charter has been issued to the 
National Bank of Lorain, which succeeds 
the National Bank of Commerce, the latter 
being under conservatorship. L. A. Fauver 
of Lorain is president of the new bank and 
Harry Nicholls, vice-president and cashier. 

Akron—First-Central Trust Company an- 
nounces that John B. Barrett, comptroller 
in charge of commercial loans; H. E. Page, 
manager of investment portfolios; and 
Howard Merryweather, manager of the new 
business department, have been elected vice- 
presidents. 

Cincinnati—E. B. Southwick has been 
elected a vice-president of the Title Guar- 
antee & Trust Company. He was previously 
vice-president: of the Land Title Guarantee 
& Trust Company of Cleveland. 

Columbus—Neath O. Jones resigned 
recently as vice-president of the trust de- 
partment of the Ohio National Bank. 


OREGON 


Portland—Portland Trust & Savings Bank 
has announced election of C. W. Wall as 
vice-president in charge of the insurance 
department, to succeed C. F. Milliman, who 
has taken the district agency for the Pear] 
Assurance Company of London. 
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PENNSYLVANIA 

Shenandoah—The Union National Bank 
of Shenandoah has been chartered to suc- 
ceed the First National Bank and Citizens 
National Bank. Frank E. Mellet is presi- 
dent of the new bank, which is capitalized 
at $200,000. 

Philadelphia—Tradesmen’s National Bank 
& Trust Company announces appointment 
of John H. Quail as an assistant vice-presi- 
dent. 

Bedford—The First National Bank in 
Bedford opened recently as successor to the 
First National Bank & Trust Company, 
with Maurice Cohn as president. 

Bethlehem—F ull trust powers have been 
granted to the Bethlehem National Bank. 

Greensburg—F ull trust powers were 
recently granted to the First National Bank 
in Greensburg. 

Johnstown—W. R. Wirth has resigned as 
executive vice-president and trust officer of 
the Johnstown Bank & Trust Company, to 
resume his duties as a senior examiner in 
the State Department of Banking. 


SOUTH CAROLINA 
Columbia—The Citizens & Southern Bank 
of South Carolina opened its new branch 
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here in charge of Horace H. Morgan, Jr., 
vice-president and cashier. 


TEXAS 


Fort Worth—Fort Worth National Bank 
has purchased the assets of the Stockyards 
National Bank from Armour & Company 
interests. W. L. Pier, president of the Stock- 
yards National, has been elected a vice- 
president of the Fort Worth National Bank. 

San Antonio—The new Bexar County 
National Bank, which replaces the old Com- 
mercial National Bank, opened recently with 
capital of $500,000 and surplus of $100,000. 
Claude V. Birkhead, a leading figure in the 
reorganization proceedings, is chairman of 
the board and chief counsel of the bank. 
Walter C. Sparks, president of the First 
State Bank of Taft, is president; Ernest 
A. Baetz, executive vice-president, and T. 
M. West, vice-president. 

San Antonio—J. O. McCaskill has been 
elected an assistant vice-president of the 
Alamo National Bank. 

Hillsboro—The new Hillsboro State Bank 
opened this month under the presidency of 
D. W. Triplett. 


UTAH 

Salt Lake City—Zion’s Savings Bank & 
Trust Company has announced the promo- 
tion of George S. Spencer to a vice-presi- 
dency, succeeding the late Anthony W. 
Ivins. Mr. Spencer is succeeded as cashier 
by Willard R. Smith. 

Salt Lake City—Utah Savings & Trust 
Company announces that Ashby Snow has 
been elected president to succeed the late 
Anthony Ivins. Mr. Snow has been asso- 
ciated with the trust company for several 
years as chairman of the executive com- 
mittee. 

WASHINGTON 

Spokane—Spokane & Eastern Trust Com- 
pany has been authorized to establish a 
branch office near the Grand Coulee Dam 
site in Mason City, a town yet to be built. 
Two adjoining counties have had no bank- 
ing facilities for two years. 

Spokane—First National Trust. & Sav- 
ings Bank has effected a change of its title 
to First National Bank in Spokane. 

Seattle—M. A. Arnold, president of the 
First National Bank, recently assumed the 
additional post of chairman of the board, 
following retirement from that position of 
William H. Parsons. 


WEST VIRGINIA 

Wellsburg—Wellsburg National Bank has 
been chartered to replace the old bank of 
the same name. B. F. Harden is president 
of the new institution which is capitalized 
at $100,000. 

CANADA 

Windsor—The Guaranty Trust Company 
of Canada has elected C. W. McDiarmid to 
the office of president and general manager. 
He succeeds A. F. Healy, who resigned 
because of the rapid increase in the com- 
pany’s business, in his opinion, necessitates 
full-time attention to these executive duties. 
Walker Whiteside and A. F. Fuerth were 
elected vice-presidents to fill the posts left 
vacant by Mr. McDiarmid and the late 
Thomas Chick. 

Toronto—John A. C. Osborne, secretary 
of the Bank of England, was recently 
named deputy governor of the Bank of 
Canada. Directors of the bank are to be 
chosen at the first shareholders meeting on 
January 23. 

Montreal—Jackson Dodds, joint general 
manager, Bank of Montreal, was re-elected 
president of the Canadian Bankers Associa- 
tion at the annual meeting this month. 
Arthur W. Rogers has succeeded Henry 
Ross, retired, as secretary of the associa- 
tion. 





Books and Brochures Reviewed 





The Investment Policy of Trust Institutions 


By N. GILBERT RIDDLE, Assistant Professor of 

Business Finance, the Ohio State University. 

Published 1934 by Business Publications Com- 

pany, Chicago, 310 Pages. $4.00. 

Regarding the contents of this new book 
and the source of facts upon which it is based 
the author says: 

‘Successful investment management of 
property is a difficult problem but one that is 
essential both from the individual and social 
points of view. Trust institutions have come 
to play a dominant role in the investment 
field, for they manage billions of dollars of 
trust property for hundreds of thousands of 
individuals. The huge amount of savings 
placed in the hands of these institutions 
accomplishes nothing until it has been in- 
vested. Directing or investing the property 
intrusted to them constitutes a major func- 
tion of trust institutions. 


‘Comparatively little has been known re- 
garding the actual investment work of these 
houses. Consequently this book purports to 
set forth in a composite study the investment 
policies and experiences of trust institutions. 
This study of the investment responsibilities 
and practices of trust institutions has been 
made with the idea of subjecting trust in- 
vestments to the laboratory test in the hope 
that it will be definitely helpful to trustees 
and to all people and institutions who are 
interested in investment. 


‘This book first presents the financial im- 
portance of the personal trust business; 
second, it describes the machinery of trust 
investing; third, it sets forth some of the 
legal and economic problems of trust invest- 
ing; and, finally, it presents a detailed pic- 
ture of the investment policies, practices and 
accomplishments of trust institutions for the 
period, 1919-1932. No attempt has been made 
to explain how trust property should be in- 
vested or to state what investment policy 
trust institutions should adopt. The book 
attempts primarily to analyze the way trust 
institutions have invested the property in- 
trusted to them and what have been the 
results. It also shows some of the problems 
involved in carrying on their investment 
work. Conclusions, if any, may be drawn on 
the basis of the evidence presented. Certainly 
this volume represents the experience of the 
largest and probably the best known trust 
institutions in the respective areas. Further, 
the volume of trust property in these districts 
comprises a large proportion of the aggre- 
gate in the United States. 
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‘The book is not a study of all personal 
trusts of all trust institutions. To make such 
a study would be impossible. It is limited to 
a representative list of testamentary trusts 
of various sizes that have been in operation 
twelve years or longer extending over a com- 
mon period of time. These trusts were chosen 
from various trust institutions in five dif- 
ferent states. 

‘Chapters II and III are largely devoted to 
a description of the machinery of trust in- 
vesting. An endeavor has been made to 
present a fairly complete outline of the per- 
sonal trust investment division, although the 
material of Chapter II is not so com- 
prehensive or detailed as is contained in the 
manuals of trust investment procedure of a 
number of institutions. On the other hand 
the vast majority of trust institutions have 
a far less elaborate investment organization. 
It is hoped that the material here presented 
may be of value in showing the organization 
and method of operation of a trust invest- 
ment department. It cannot be denied that 
a practical and scientific system of investing 
is one of the greatest needs of a large num- 
ber of trust institutions. However, it is not 
implied that any particular system or that 
a highly elaborate organization alone will 
invoke sound investing. 

‘The investment work of trust institutions 
cannot be thoroughly comprehended without 
an understanding of the legal control of 
trust investing. In Chapters IV to VIII in- 
clusive, are considered the legal aspects of 
trust investing in five jurisdictions: New 
York, Massachusetts, Illinois, Ohio, and 
Missouri. The investment provisions of the 
instruments creating the trusts are set forth 
in Chapter IV. The statutes bearing upon 
trust investing in the five States are out- 
lined for each State in Chapter V. Three 
chapters, VI to VIII inclusive, comprise an 
analysis of the court decisions. As compared 
with other states, New York and Massa- 
chusetts probably have formulated the most 
important and substantial body of legal rules 
setting forth the duties of trustees in trust 
investing. Therefore, a separate chapter is 
devoted to the court decisions of each of 
these States. Although the material is not 
all-inclusive either as to detailed treatment 
or as to matters of principle, it is hoped that 
it will be sufficiently comprehensive that 
trust people and students may obtain ready 
information on a large number of problems 
in the field or that it will furnish a ground 
work for further study of many of the com- 
plicated legal questions bearing upon trust 





THaidts 1 


Careful management 
conservative 
policies 
and strict 


adherence to 
sound banking 


principles 


since 1886 
® 


FIDELITY TRUST COMPANY 


341-343 FOURTH AVE. PITTSBURGH 


investing. A brief outline only is given of 
pertinent points in the court decisions of 
Illinois, Ohio, and Missouri. 

‘The analysis of the investments of 196 
testamentary trusts of various sizes from 
nineteen trust institutions in five states: 
New York, Massachusetts, Illinois, Ohio, 
and Missouri, is presented in Chapters IX 
to XIV inclusive. These chapters form the 
backbone of the book. Chapter IX contains 
an analysis of the trust property of 196 
trusts as received by the trust institutions 
from the grantors. The investment experi- 
ences of the institutions in managing these 
trusts through the period, 1919-1932, are set 
forth in Chapters X to XIII inclusive. The 
investment accomplishment with respect to 
earnings and principal is analyzed in Chap- 
ter XIV. 

‘Chapters XV to XXI inclusive comprise 
a survey of some economic problems con- 
fronting trustees in the investment manage- 
ment of trust property.’ 

Practically all of the 196 trusts referred 
to above, selected from leading trust insti- 
tutions of five states, chosen for this com- 
prehensive analysis, had been in existence 
twelve to fourteen years or longer, and had 
extended over a common period of time. The 


size of these 196 trusts according to inven- 
tory value were as follows: 


Inventory Value Number of Trusts 


$25,000 36 

$25,000— 75,000 50 
75,000— 200,000 42 
200,000— 500,000 42 
500,000—1,000,000 10 
1,000,000—and over 16 


Total 196 


Among the various interesting tables and 
charts which show the results of this study 
the following are only a few: 

Distribution of investment in the inven- 
tory by types; according to class and accord- 
ing to fields. 

Relative distribution of trust investments 
by types in each year, 1919-1932. 

Comparative distribution of investments 
by type in trust institutions and life insur- 
ance companies for 1932. 

Relative distribution of investments ac- 
cording to classes in trusts grouped by sizes 
for each year, 1919-1931. 

Distribution of bond maturities of trusts 
in five cities. Distribution of bonds according 
to quality (same for preferred stocks, also 
common stocks). 

Income returns of 190 trusts as an aggre- 
gate and classified according to size. 

Current return on market value of bonds 
of 196 trusts by fields. 

Number of trusts showing a gain or loss 
in principal. 

Increase in principal according to cities 
and for the composite of 196 trusts. 

In the opinion of this reviewer the book 
is a timely and worthwhile contribution to 
the subject of trust investments. 

There are 664 citations of cases and refer- 
ences, 72 tables and 9 charts. The book is 
well indexed. 


A Directory of Organizations in the Field of 

Public Administration 

Prepared and Published by Public Administration 

Clearing House, Chicago, 1934; 178 Pages. $1.00. 

‘The Public Administration Clearing 
House was established in 1931 to serve as 
an exchange for information, experience, 
and ideas among organizations of public 
officials and others in the United States and 
Canada which are engaged in the active 
work of planning for improvements in the 
administrative technique of government. 

‘It has been financed for its ordinary needs 
by special grants of funds so that it makes 
no general appeal for memberships or con- 
tributions. It exercises care not to engage 
in any activity that is being carried on by 














any existing organization. It has no political 
objectives, no political schemes or plans to 
advocate or to oppose. Its sole purpose is to 
facilitate the exchange of knowledge and 
experience useful to public administrators.’ 

This revised edition lists and describes 
500 national organizations of the following 


types: 

Organizations of public officials and public em- 
ployees. 

Trade, commercial, and professional associations 


interested in problems of public administration. 
Citizen groups interested in the improvement of 
government and public administration. 


For each national organization, this Direc- 
tory gives information which enables one to: 

1. Differentiate between organizations with similar 
names and similar purposes. 

2. Learn the specific interests of each organiza- 
tion, the type of questions which they are prepared 
to answer, and the services which they render. 

3. Find the names and subscription prices of 
periodicals issued by these organizations and the 
pamphlets and books available for distribution. 

4. Discover sources of recent and up-to-date infor- 
mation on problems in such fields as adult education, 
public utilities, fire protection, public health, recrea- 
tion, taxation, housing, police, etc. 

The Directory also lists more than 1,400 
state, regional, and Canadian associations of 
public officials and other organizations in 
the field of public administration with the 
names and addresses of the officers to whom 


correspondence should be addressed. 


Taxation in the New England States and 
New York State—A Brief Outline of the 
Tax Obligations of Individuals, Partner- 

ships, Fiduciaries and Corporations—In- 

cluding 1934 Legislation 

Copyrighted and issued by Old Colony Trust Com- 

pany, Boston, Massachusetts, October 5, 1934. 50 

pages, 11 in. x 8 in. 

For many years the Old Colony Trust 
Company has been noted for its outstanding 
compilations of readily usable information 
regarding taxation matters. This contribu- 
tion is so comprehensive and well indexed 
that in our opinion it will be a constant 
reference and guide for all those who are 
concerned with taxation in any of the New 
England States, the State of New York or 
New York City, who are privileged to have 
a copy. 

The foreword reads as follows: ° 

‘This pamphlet is intended to be a non- 
technical resumé of the different tax obliga- 
tions — federal, state and municipal — im- 
posed upon individuals, partnerships, fidu- 
ciaries and corporations residing or located 
in the New England States and New York 
State, with more complete reference to the 
tax laws of Massachusetts. 
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‘Massachusetts has three governmental 
authorities—the state, the county and the 
municipality. No taxes are levied directly 
by the counties, their needs being taken care 
of by an annual legislative enactment au- 
thorizing assessment on the municipalities. 
The state levies and collects the various cor- 
poration and bank taxes, the motor regis- 
tration fees and licenses, the insurance tax, 
the gasoline tax, the beverage tax, the indi- 
vidual income tax, the stock transfer tax and 
death taxes. Other taxes are collected by the 
municipalities. 

‘Massachusetts levies no tax against in- 
dividuals on the capital value of intangibles 
(stocks, bonds, bank accounts, etc.), but in 
lieu thereof: assesses a tax on the income 
from most of such property (see page 18). 
It levies no tax whatever on such assets 
found in the commonwealth belonging to or 
held for non-residents. The principal value, 
the income, and transfer by inheritance of 
intangible personal property found in the 
Commonwealth and belonging to non-resi- 
dents, are entirely free of tax except as 
noted on page 14. 

‘Massachusetts has neither a general sales 
tax, nor a chain store tax. 

‘For a more comprehensive understanding 
of tax matters the following authorities 
may be consulted: 

Massachusetts General Laws (Tercen- 
tenary Edition)—Chapters 58 to 65A, and 
the Acts of 1932, 1933 and 1934. 

Massachusetts Income and Corporation 
Tax Regulations. 

Federal Revenue Act of 1934. 

For changes made by the Revenue Act 
of 1934 (see pages 28 to 31). 

Federal Regulations (see respective 
taxes as to the regulation applicable). 

Nichols on Taxation. 

The Commerce Clearing House and 
Prentice-Hall Tax Services. 

Annual Reports of the Commissioner of 
Corporations and Taxation.’ 

Statistics of Income, compiled by the 
Commissioner of Internal Revenue. 
“Where taxes of material amounts are in- 

volved and in all cases of doubt as to the 
exact tax requirements in any specific in- 
stance it is urged that attorneys who are 
conversant with such matters be consulted. 
Each case warrants special consideration. 


‘The United States Board of Tax Appeals 
and the Massachusetts Board of Tax Ap- 
peals take jurisdiction over appeals from 
assessments by the constituted taxing au- 
thorities. (Chapter 58A, Massachusetts Gen- 
eral Laws; Title IX, Federal Revenue Act.) 
The decisions of both the United States 
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Board of Tax Appeals and many of the 
Massachusetts Board of Tax Appeals are 
published and available. 

‘Pages 3, 4, and 5 outline the different 
kinds of taxes which are assessable in 
Massachusetts by the various taxing au- 
thorities and the subsequent pages outline 
the material features of the various taxes 
with reference to the controlling statute. 
Pages 34 to 47, inclusive, outline the differ- 
ent taxes assessable in Maine, New Hamp- 
shire, Vermont, Rhode Island, Connecticut 
and New York.’ 


It’s Up To Us— 


By JAMES P. WARBURG, Vice-president, Bank 
of the Manhattan Company of New York. Alfred 
Knopf, New York, 1934. 208 pages. $2.00. 


Mr. Warburg has made, in this book, a 
distinct contribution to popular education 
on the more fundamental political and eco- 
nomic questions involved in the New Deal. 
As the name implies, and as the author 
pointedly remarks, the pattern of the future 
will be colored by the voter, and whether 
that pattern is one of modification of the 
tried capitalistic system or one of govern- 
ment planning and experimentation, may 
depend very largely on the temper of public 
opinion and temperament. 

He sees in a number of recent legislative 
measures a distinct change in the phi- 
losophy of government, of whose conse- 
quences the public is not fully aware, one 
of which would be the loss of democratic 
representation. “It seems to me,” Mr. War- 
burg comments, “that if we are to abandon 
our economic order, we must be prepared 
to abandon our present form of govern- 
ment. Otherwise we shall have a ‘planned 
economy,’ the plan of which changes when- 
ever a popular election approaches.” 

An interesting trilogy in this book is Mr. 
Warburg’s article in a popular magazine 
last summer, Senator Key Pittman’s “reply,” 
and Mr. Warburg’s analysis of the reply. 
These discussions concern the value of 
liberties which we have come to accept as 
our American heritage, and the effect on 
them of certain emergency measures of the 
Administration, the two viewpoints afford- 
ing the layman opportunity for comparison 
of two general philosophies of government. 
Following are studies of the costs of planned 
economies in Italy, Germany, Russia and 
Austria by Colonel Knox of the Chicago 
Tribune. 

In the later chapters the author makes 
pertinent observations on conditions requir- 
ing remedial efforts in the fields of agricul- 











ture, industry, banking, land and taxes, and 
foreign trade, not as a specialist with an 
assortment of patent panaceas, but with the 
application of business experience and judg- 
ment to the part of each in the whole fabric 
of national economy. The flavor of these 
observations, far from dogmatic, is con- 
structive, and places responsibility directly 
where it belongs—on everyone, including the 
author himself, who is aware that abuses, 
carelessness or misguidance have been too 
prevalent, and who desires reform on a 
scientific basis. Mr.. Warburg stresses the 
need for understanding the spirit of rules 
of fair-play rather than for tightening the 
yoke of restrictive technical laws, recogniz- 
ing that laws do not make the man. He 
concludes with urging a brief program for 
rebuilding our capitalistic, democratic struc- 
ture as alternative to a planned state 
economy. 





The Budget in Governments of Today 


By A. E. BUCK, Technical Adviser, United States 
Bureau of the Budget. Published 1934 by The 
Macmillan Company, New York. 349 pages. Price 
$3.00. 


This book is designed not only for students 
of government and finance, but also for leg- 
islators and other public officials and for 
others interested in the application of sound 
governmental budgeting practices. 

The care taken in its preparation may be 
inferred from an excerpt from the author’s 
preface, dated July, 1934. 

“T am particularly indebted,” he wrote, “to 
Sir Henry Bunbury, comptroller of the 
British Post Office, who enabled me to meet 
many of the important firiancial officers of 
the British government; to Mr. Arthur Col- 
lins, financial adviser, who introduced me to 
the leading local finance officers of England 
and Scotland; to Miss G. Kemball of the 
Institute of Public Administration of Lon- 
don, who gave me letters of introduction to 
several officials on the continent; to Dr. jur. 
Hubertus Grochtmann of Berlin, who assist- 
ed me in interpreting German budgetary 
forms and practices; and to Dr. Aage Sachs 
of Copenhagen, who supplied me with Dan- 
ish budgetary materials and gave me intro- 
ductions to certain Swedish and Norwegian 
officials. In Canada and in the United States, 
I have had the help of numerous officials and 
friends whom I cannot begin to name. I 
have also had the opportunity of talking 
with certain Australian economists, when 
visiting in the United States, about the 
budgetary methods of their country.” 

The book presents a comprehensive out- 
line of budgetary practices in several coun- 
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tries and a discussion of their merits and 
demerits. The subject matter is well indexed, 
and an extensive bibliography is given. 

The writer of this review is frankly skep- 
tical as to the practicability of some of the 
author’s suggestions and recommendations; 
nevertheless, he feels that the book has 
exceptional value and should be read by 
those who can give more than casual atten- 
tion to the subject. 

The author’s suggestions for improving 
budgetary methods and practices in the 
United States are summarized under six 
main headings, as follows: (1) provision for 
extending the authority of the executive in 
the formulation and execution of the budget; 
(2) establishment of means of cooperation 
between the executive and the legislature in 
budget making; (3) readjustment of legis- 
lative organization and procedure for hand- 
ling the budget; (4) improvement of the 
form and set-up of the budget document and 
a closer tie-in of the self-supporting public 
enterprises with the general budget; (5) 
financial reorganization in the administration 
to enable the executive to control the carry- 
ing out of the budget; and (6) installation 
of the audit and review necessary to legis- 
lative enforcement of executive accounta- 
bility for the budget. 
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Trust Business— 


A collaboration by executives of trust companies 
and trust departments of banks in the United 
States. Published by the American Institute of 
Banking, New York, 1934. Volume 1: 508 pages. 
$4.00. 

A primary textbook on the practical 
phases and operations of trust departments, 
this volume gives a complete and authori- 
tative outline of functions of personal and 
corporate trust services and explanations of 
the various types of work performed by cor- 
porate fiduciaries. Not a treatise on the law 
of trusts, this presentation is concerned with 
the business aspects of the fiduciary rela- 
tionships of executors and administrators, 
trustee under personal and corporate trusts, 
and agencies and guardians, and the sources 
of general rights in property from which are 
derived the powers, duties and responsi- 
bilities of the modern trust department. 

The first chapter, on Functions of a Trust 
Department, describes the several functions 
in their usefulness to individuals, business 
organizations and charitable and other pub- 
lic organizations. The different types of 
property and property rights and interests 
are described in the next chapter and their 
acquisition and disposition explained. Chap- 
ter 3 outlines and details the administrative 
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steps in settling estates as executor or ad- 
ministrator. The subsequent chapter de- 
scribes types of wills, essential features, and 
steps for execution. 

Trust services for individuals are dis- 
cussed, also in non-technical language, in 
chapters relating to conditions and purposes 
surrounding creation of trusts and their 
essential elements, features peculiar to life 
insurance trusts, general procedure in ad- 
ministration work, and application of estab- 
lished rules of responsibility and duties of 
trustees. 

Guardianships, conservatorships, etc., are 
defined and their purposes illustrated in a 
separate chapter. The services performed 
under personal agencies, and the duties and 
responsibilities of agents are covered in sub- 
sequent chapters. Other discussions cover 
trusteeships under corporate indentures 
securing bond or note issues, features of 
corporate trust instruments, and functions 
of transfer agents, registrars and other cor- 
porate agencies. Community, institutional 
and industrial trusts are described in their 
general aspects and purposes, while the con- 
cluding chapter traces the historical back- 
ground of the trust and executorship and 
the development of the corporate fiduciary 
idea. 





Regional Trust Conference 
Pacific Coast and Rocky Mountain States 





HE twelfth Regional Trust Con- 
ference for the Pacific Coast and 
Rocky Mountain States was held 
November 8-9 at San Francisco, under 
the auspices of the Trust Division, Amer- 
ican Bankers Association and the Trust 
Section, California Bankers Association. 
Unfortunately, a full report of the 
conference cannot be given in this issue, 
due to delay in the preparation of tran- 
scripts of the proceedings. Supplemental 
material from the open forums will 


appear in our December issue. 

The chairmen of the four sessions of 
the conference were Blaine B. Coles, vice- 
president and Trust Officer, First Na- 
tional Bank, Portland, Oregon; Frederick 
R. Behrends, vice-president and Trust 
Officer, California Trust Company, Los 
Angeles; Conner Malott, vice-president 
and Trust Officer, Spokane and Eastern 
Trust Company, Spokane, Wash.; and P. 
M. Harwood, Trust Officer, Bank of 
America, San Francisco. 





Open Fight Against Insidious Attacks, Regardless of Source, 
Is Urgently Recommended by Lane D. Webber 


RESTATEMENT of 
A principles which 
should control the 
conduct of all business and 
“a sincere reconsecration 
of all business to their ob- 
servance,” were called for 
by Lane D. Webber, vice- 
president and trust officer, 
The First National Trust 
and Savings Bank of San 
Diego, California, in his 
address before the Region- 
al Trust Conference at San 
Francisco. 

After a few general re- 
marks on the subject of public relations, 
and a statement that “since the whole of 
a class or similar group is frequently 
and unfairly judged by the behavior of 
an insignificant numerical minority of 
its members, it becomes the right and 
duty of each and all of the others so 
catalogued to inquire into the conduct 
of any and exercise such restraining in- 
fluence or affirmative action as may be 
necessary in the common interest of all,” 
Mr. Webber continued: 

“Criticism, abuse and opprobium have 
been heaped upon banks and bankers by 
writers, by speakers from the political 
platform, from within sessions of inves- 


LANE D. WEBBER 





tigating committees, upon 
the floors of the National 
Congress, by high officials 
of government, and, conse- 
quently, parrotted by the 
public itself. Truth de- 
mands admission that there 
have been, and reproachful 
recognition of, rare in- 
stances of violation of those 
high concepts of integrity 
and sanctity that have be- 
come the moral and legal 
foundation of banking. 
Some there have been de- 
serving of almost unlimited 
severity in condemnation and correction. 
Nor does their scarcity suggest their 
passive acceptance or condonation. Such 
things just should not be. However, the 
mere fact that some few bankers have 
been forgetful of their responsibilities 
and the trust reposed in them, in no way 
justifies this wholesale indictment of all 
bankers. 

“Instances even of carelessness on the 
part of trust companies and trust de- 
partments are still more rare and yet 
they have been subjected to attack. 


Unwarranted Defamation of Character 


“Most of our financial institutions have 
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upheld the finest traditions of the pro- 
fession, by the most exacting adherence 
thereto; the great majority have sur- 
vived the recent cataclysm, that era of 
high mortality for all business, and by 
sheer excellence of service and honesty 
of purpose have earned the respect of the 
world and the right to have that respect 
respected. Responsibility for the unusual 
number of bank suspensions rests with 
the world-wide economic upheaval and 
can not be charged to bankers alone. 
This blanket arraignment of all banks 
and bankers as being non-cooperative 
with, if not even resistive toward, recov- 
ery, as refusing to assist in the restora- 
tion of credit, through fear, incompetence 
or partisanship, is as absurd as it is un- 
fair and contemptible. The higher the 
source of the authorship of such utter- 
ances, the more unfair and contemptible 
they are. If the management of any in- 
stitution or associated institutions has 
deliberately undertaken some such im- 
proper, selfish and unpatriotic course, 
those who are alleged to be so guilty 
should be openly charged with their guiit, 
have opportunity to prove innocence or, 
if guilty, be properly punished in addi- 
tion to feeling the lash of public condem- 
nation; but it is distinctly dishonorable 
and a vicious abuse of the hard-won right 
of freedom of speech for those who claim 
to harbor such beliefs to direct their 
criticisms and accusations against all 
bankers. It is peculiarly’ reprehensible 
when those maledictions are shouted 
from the eminence of high public office 
commanding respect, importing verity 
and insuring immunity. I decry such de- 


nunciation as an unwarranted defama- 
tion of the character of a respected pro- 
fession. 

“Just what, then, can and should be 
done about it? First, if such a thing can 
be necessary, there should be a restate- 
ment of those proper principles which 
should control and direct the conduct of 
all business. Then there should be a real 
recognition thereof and a sincere recon- 
secration of all business to their observ- 
ance. This should be undertaken and ac- 
complished by those associations repre- 
senting every institution in the land. If 
such procedure could not be made public 
through those media ordinarily utilized, 
for fear of drawing undue and undesired 
notice to the reassumption of that which 
is believed to and does generally exist, 
early public attention would be attracted 
to the results following such exaction and 
to the uniformity of sound practices that 
would ensue. The common interest and 
cooperation would be evident, the aban- 
donment of foolish and wasteful compe- 
titive practices would be apparent, a 
knowledge of the proper conduct of the 
business would be demonstrated, and a 
large measure of the lost respect re- 
gained. 


Constructive Programs Needed 


“Leaders—the real executives—might 
well meet together in larger groups with 
a new and broader purpose, actively to 
study not only the problems of banking 
but those relating to finance, business and 
government. Surely practical conclusions 
could be reached and constructive pro- 
grams produced whose very logic and 
soundness would command the respect 
and support of the thinking public, when 
it was known by whom they had been 
prepared and were sponsored. 

“Courage is necessary as well as in- 
telligence, interest and zeal. Courage of 
the honest, two-fisted variety must re- 
place the timidity of the times. This 
supine resignation to whatever may come, 
this anaemic acceptance of attacks, this 
reluctance to stand up and give it and 
take it in self-defense, do not appear 
manly or even sporting. Such dignified 
reticence is easily mistae:, for evidence 
of guilt, fear or incompetence. Let us 
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have the courage (there is a shorter and 
better word for it in the vernacular of 
the day) to oppose that which is wrong, 
to defend that which is right, to have and 
express opinions and convictions and be 
ready and able to assert, debate and de- 
fend them. There can be determination 
without belligerence, conviction without 
intolerance. The world admires courage 
as much as it despises cowardice. 
“Thus can be restored that leadership 
formerly held by such men and for which 


the public is pleading. Thus can be re-’ 


futed the accusation that the Nation’s 
financial leaders have not done anything 
and do not do anything because they do 
not know what to do. * * * 

“If bankers and those who direct the 
destinies of other large organizations 
have, from the fullness of their experi- 
ence, acquired information and knowl- 
edge that could be useful in the direction 
of the affairs of the community, the State, 
or the Nation, it becomes their duty to 
make that contribution to the common 
good. Too many such men of large abili- 
ties have withdrawn themselves entirely 
from participation in the public interest. 
Their places and responsibilities have 
been taken by men of much less capacity 
and too frequently selfish if not dishonest 
in their purposes. Popular government 
can not thrive if, indeed, endure if denied 
the counsel and assistance of those best 
able to serve. 
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“Two many such men, through fear of * 


becoming involved politically, of displeas- 
ing customers, of antagonizing other in- 
terests or for similar reasons, refuse to 
have any part in public leadership. In 
my opinion, no business relation, whether 
public or private, should be allowed to be- 
come of such nature or importance, as to 
interfere with the performance of one’s 
duties as a citizen. His first earthly alle- 
giance is to his government, and that is 
equally true whether he be actuated by 
the impulses and inspiration of patriot- 
ism or by the first law of nature—self- 
preservation. Therefore, his proper par- 
ticipation in the affairs of government— 
of the people—will promote better gov- 
ernment and improve the public relations 
of the corporation with which he is asso- 
ciated. 

“In the national efforts to extricate 
our country from the business inertia 
resulting from the economic debacle, it 
has been thought advisable to experiment 
in the field of finance, in industry, labor, 
agriculture, social affairs and in the fun- 
damentals of government itself. Some of 


these ideas are new; some are old and . 


have failed in former trials; some are 
fraught with grave danger in their threat 
of abandonment of economic axioms; 
many are paternalistic and socialistic, if 
not suggestive of ultimate greater rad- 
icalism. The necessity for, wisdom and 
folly of this liberal experimentation have 
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been asserted and questioned by seem- 
ingly serious and sincere persons. The 
vindication or damnation of this theoret- 
ical venturing lies with the future; how- 
ever, it seems a sad commentary on our 
boasted development and efficiency that so 
few of our highly regarded men of known 
ability and practical experience are assist- 
ing in the direction of this exploration 
into strange or unknown realms. There 
are many such men eager so to serve. 
They should be permitted to counsel with 
those charged with the responsibility of 
making such momentous decisions; they 
should insist upon their right of partner- 
ship and citizenship; and the public 
should demand their active participation 
in the affairs of the nation. Even though 
they have been excluded from the council 


table, they can and must return thereto. 
*& & & 


A Call for Action 


“There can be no safety or security of 
person or property, no freedom, no oppor- 
tunity, no progress, no prosperity, no 


peace, without strong, honest and efficient 
government, insuring its perpetuation by 
its excellence. Assurance of continuity is 
imperative to stable government. 

“The citadel of freedom is besieged 
and beleaguered today as perhaps never 
before in modern history. The seriousness 
of the menace lies in the insidious char- 
acter of the attack—the boring from 
within. The people are being told that 
government has failed; that nationalism 
is provincialism; that internationalism 
suggests syndicalism; that individuality 
is rascality; that collectivism is realism; 
that personal liberty is a myth; that true 
progress and happiness are to be found 
only in the abandonment of the estab- 
lished order of things and the acceptance 
of a new philosophy and theology. These 
are doubtable and dangerous doctrines. 
The youth of the land is urged to forget 
the lessons and conclusions of its ances- 
tors, and to accept new and untried 
beliefs. 

“The patriots, those staunch defenders 
of our traditions, are dubbed ‘Tories’ and 
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‘Reactionaries’ and deluged with deceit- 
ful propaganda to destroy their morale. 
Hero worship has been built up around 
men who have sprung up as leaders, some 
of whom are strong and well intentioned, 
while others are opportunists, but all 
somewhat usurping the powers and pre- 
rogatives of government. Some of our 
national leaders talk of inflation, regi- 
mentation and planned economy, while 
business marks time waiting for assur- 
ances of budget balancing, currency sta- 
bilization, and the retention of an order 
promising reward for individual effort, 
ingenuity, industry and enterprise. They 
pretend to seek the rehabilitation of pri- 
vate business while refusing to declare 
against invasion of its field by govern- 
ment. Hence, government is in dire 
straits. Government cannot endure with- 
out business, nor business without gov- 
ernment. Wherefore, both are in doubt 
and distress. 

“Have we not, all of:us, taken too much 
for granted, become too cocksure, adopt- 
ed an attitude of some indifference, and 
impaired our citizenship? Stupid with 
overconfidence, absorbed in business pur- 
suits, entrusting to others the preserva- 
tion of the most precious heritage of man, 
have we not discounted our citizenship 
for a mess of pottage? Most of us have 
smiled at, joked about, and tolerated 
attacks upon our traditions, our institu- 
tions, our government, and our Constitu- 
tion, under red flags and the banners of 
the various isms that infest us like a 
loathsome plague. 


“Let me call you back to a realization 
of the actualities of life; of the rights 
and duties that are ours; of the glorious 
promise of what may be; of the fearful 
chaos that can be. Let me plead that we 
dedicate and reconsecrate ourselves to the 
re-Americanizing of America and Ameri- 
cans, and to the restoration of our country 
to the sanity of those homely virtues and 
traditions made almost immortal by those 
inspired men who conceived and estab- 
lished our liberty in this greatest and 
oldest republic—these blessed United 
States. 

“Tf we are to preserve the progress won 
through the bitter struggles of centuries; 
if the tenets of liberty and Christianity 
are to continue to direct our lives and 
promise hope to posterity; if peace, prog- 
ress and prosperity are to be the heritage 
of the generations that will judge our 
demeanor in the crisis of civilization; if - 
belief in the Fatherhood of God and the 
brotherhood of man shall continue to 
exert an influence upon the behavior of 
humanity and suggest a relationship be- 
tween mortality and immortality; if free 
government shall live; it can be only be- 
cause we, the people, are determined so, 
agreed to make any sacrifice to such 
attainment, fixed and steadfast in our 
purpose, unafraid, unswerving. 

“This is my concept of the interrela- 
tionship of mankind and the scope of pub- 
lic relations. 

“T cherish an abiding faith in the san- 
ity, sincerity and courage of our people 
and in the future of our country.” 





Major Problems and Methods of Administering Real Property 
In Trust Accounts Discussed by L. H. Roseberry 


L. H. Roseberry, vice-president and 
manager of the Trust Department, 
Security-First National Bank of Los 
Angeles, in his opening remarks before 
the Regional Trust Conference in San 
Francisco, said: 

“T shall not attempt to go too deeply 
into the mechanics of forms, systems 
and other details of accounting and 
management, but shall, rather, confine 
myself to the major methods and prob- 
lems of administration and policy as 


they affect real property in _ trust 
accounts.” 

His address from this point is pub- 
lished in full. 


BVIOUSLY a primary require- 
() ment for efficient administration 
of real estate, as of other assets, 
is an experienced staff economically and 


efficiently organized. 
When the responsibility for real prop- 
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erty management is assumed, the depart- 
ment should have it promptly inspected 
by an appraiser who not only should be 
thoroughly seasoned in and qualified for 
this work, but also competent to make 
a detailed report on the physical condi- 
tion of the property, the hazards, if any, 
connected with it, its reasonable intrinsic 
value and its immediate or forced sale 
value, its rental value, and his recom- 
mendations regarding the need and cost 
of repairs. This inspector-appraiser 
should also make a photograph of the 
property. Our experience indicates this 
can be done at a cost of approximately 
five cents each and constitutes one of the 
most valuable additions to our files to 
visualize the exterior physical condition 
and environment of the property. This 
appraiser will check on the public utilities 
and the condition of equipment for 
efficiency, that is, leaky faucets, faulty 
water heaters, furnaces, etc. This report 
constitutes one of the first and most im- 
portant records set up on a property. 


Our next step is to complete an accu- 
rate, up-to-date, and cross-indexed record 
of all our material relating to this asset. 
Each parcel has its separate file which 
includes all pertinent documents, the 
written appraisal and report, the picture, 
information regarding its cost to the 
trustor, and evidence that insurance, 
taxes, assessments, and maintenance are 
receiving proper attention. 


With the foregoing data in the file the 
employee in charge of the particular par- 
cel in question promptly notifies the in- 
surance department of the need for any 
additional fire, public liability, earth- 
quake, or other, insurance. Like notice 
is sent to the tax division for listing as 
to general tax and special assessment 
service. 

Physical Servicing 


The next step is the physical servicing 
of the property, directed under a prop- 
erty manager or service man. If the 
volume of business will justify it, a 
specially qualified man should service as 
many parcels of real property as he can 
efficiently attend to. This work consists 
of personal inspections, at least monthly, 
of all improved properties. The inspector 
is charged with the responsibility of put- 
ting and maintaining each parcel in at- 
tractive and efficient condition at the 
least possible expense. The aim of the 
trustee should be to keep its properties 
in such enviable condition that they will 
be outstanding in their respective neigh- 
borhoods. It is not only good manage- 
ment for the trust but good advertising 
for the trust company. As repairs are 
needed the inspector posts notices of non- 
responsibility, checks the work as it 
progresses, and gives a final clearance on 
the same and approval of the bill. He 
makes a survey of rental values in the 
neighborhood and lists his vacancies with 














real estate brokers in the vicinity, but 
should allow no signs other than the 
trustee’s to appear on the premises, ex- 
cept in special cases. This practice will 
allow prospective renters to deal directly 
with the trustee if they choose to do so. 
The listed rentals should be about what 
it is expected to exact and should not be 
listed high with the expectation of re- 
ducing the same under pressure. When 
the cost of repairs exceeds twenty-five 
dollars, the policy of the bank with which 
I am associated is to let contract for the 
same by competitive bids on complete 
specifications prepared by us. We use a 
limited group of selected contractors 
among whom we rotate the opportunity 
of bidding, three at a time, on the work. 
We have found this produces the best 
results, workmanship, and _ ultimate 
economy. Different types of property 
will obviously call for different types of 
contractors. 

The collection of rentals is an im- 
portant service intimately related to the 
interests of the beneficiaries. If too many 
delinquencies accrue, they will result in 
a depleted income and enforced vacancies, 
which will occasion expense and worry 
on the part of the trustee, and in many 
cases criticism from the beneficiary. The 
use of the three-day notice to tenants 
who make too many promises will often 
result in satisfactory settlement without 
expense and red tape of legal action. A 
vacancy can often be justified, but too 
many rental delinquencies cannot. 

The next logical sequence in property 
management is the sale or leasing of the 
property. If the volume justifies it these 
major determinations should be approved 
by the trust committee of the institution, 
upon recommendations of a _ sub-com- 
mittee of trust officers, and the details 
attended to under the supervision of an 
officer-expert, for there is nothing 
watched quite so vigilantly by a bene- 
ficiary as these two activities, and the 
degree of success or failure which the 
corporate trustee has in its sales and 
leasing activities may be the standard 
by which its trust service is measured 
by the interested beneficiaries. New ten- 
ants should not be taken too casually 
even on month to month leases. At least 
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two known references should be fur- 
nished, one of whom should be the ten- 
ant’s former landlord. A check should be 
made as to their rent-paying habits and 
care given to the space they occupied. 
No tenant should be allowed to take 
possession without payment of the first 
month’s rent, and preferably the last one 
as well. It is usually unsatisfactory to 
permit tenants to make repairs as an 
allowance on their rent account. In leas- 
ing space in business buildings, it is best 
to avoid leasing to competitive lines. This 
may be unavoidable at times, but gener- 
ally a tenant is better satisfied without 
direct competition in his landlord’s build- 
ing. 
Problems Listed 

A few of the most troublesome prob- 
lems incident to real estate management 
may be listed as follows: 


(a) Trust advances are more frequent- 
ly required for this than for other types 
of assets. The numerous difficulties and 
troubles connected with trust advances 
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(with which trust men are all too 
familiar) indicate a major disadvantage 
inseparable from real property manage- 
ment. 

(b) The necessity of meeting require- 
ments of health, fire and other public 
regulating bodies, affecting ownership 
and operation, is sometimes quite trouble- 
some to the trustee, especially if there 
are insufficient funds in the trust account 
to meet such requirements; yet these 


public regulations must be observed, for: 


failure to do so sometimes subjects the 
trustee to a personal responsibility quite 
apart from the financial demands upon 
the trust assets. In such cases the trustee 
must determine what class of the trust 
beneficiaries must bear the burden of 
these demands. 

(c) Problems incident to the required 
allocation of the proceeds of mortgages 
and trust deeds that have been liquidated 
either through conversion into Home 
Owners Loan Bonds or into land taken 
in satisfaction of the debt or acquired 
at the foreclosure sale, have become both 
acute and difficult to satisfactorily solve 
in these days of increasing defaults in 
debtors’ obligations. While the law may 
compel us to adhere closely to its seem- 
ingly harsh rules in postponing this allo- 
cation until the acquired asset has been 
liquidated and the proportionate final 
losses or gains to the life tenants and 
remaindermen have been ascertained and 
adjusted, yet there frequently arise cases 
where the strict application of this rule 
would involve serious hardships to life 
tenants who are dependent largely or 
wholly upon the rents received from the 
acquired real estate. Sometimes a trustee 
is justified in meeting such situations 
from a practical and humane standpoint, 
obtaining such clearances as it can from 
the living beneficiaries, and trusting that 
its action will be commended rather than 
condemned by the interested parties. 

(d) Within the past few years there 
have been perfected by a number of fire 
and casualty insurance companies very 
excellent and comprehensive types of 
blanket fire and public liability policies 
which are of great service and protection 
to both the trust real estate and the 
trustee. These policies usually give a 
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blanket free protection against these 
risks for a period of ninety days, during 
which time if the trustee desires further 
protection for a particular property, it 
must attach a rider to the blanket policy 
covering it, otherwise it is automatically 
freed from further coverage under the 
blanket policy. While it has become stan- 
dard practice for a corporate fiduciary 
to cover all its improved trust properties 
with fire insurance, it is frequently puz- 
zled as to the extent of public liability 
insurance which should be carried. The 
general rule in most states, including 
California, seems to be that a trustee’s 
liability for torts arises only when it is 
in possession and management of, and is 
required to keep in repair, the real prop- 
erty upon which the tort arises. While 
the property is under lease to a tenant 
or is in the possession and management 
of the trustor or a_ beneficiary, the 
trustee ordinarily has no liability to the 
public for torts committed thereon. 


Questions of Policy 


While the above outline of an organ- 
ization to efficiently service trust real 
estate relates directly to an institution 
with a sufficient amount of such prop- 
erty to justify the expense of it, the kind 
and extent of management discussed 
should be furnished by any commercial 
trustee, however small. The perfection of 
the details and technique of real estate 
management is of importance both to a 
concerned trust account and to the 
trustee itself, but there are certain mat- 
ters of policy that have an important 
bearing upon both the desirability of this 
type of trust asset and the method of its 
management and administration. 

An interesting policy question relates 
to the desirability of retaining as a trust 
asset real estate with good intrinsic 
value or attractive income when the 
trustee has general powers of manage- 
ment and liquidation over it. Our experi- 
ence has led us to the conclusion that un- 
less the terms of a specific trust require 
that its real estate holdings shall be re- 
tained, it is sound policy and perhaps the 
primary duty of the trustee to liquidate 
it as soon as this can be advantageously 
done, and to reinvest the proceeds in 
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qualifying securities which are more 
stabilized as to principal and income. 
Assuming that the object of the usual 
trust is to provide a reasonable and con- 
sistent income to a dependent life tenant 
and ultimately pass the corpus of it on to 
the remaindermen with as little impair- 
ment in value and amount as is reason- 
ably possible consistent with the general 
object of the trust and the length of 
time it has endured, it follows that real 
property is not an ideal trust asset. Its 
corpus value fluctuates widely, sometimes 
permanently, is dependent upon com- 
munity changes, tax rates, public debt, 
the ebb and flow of economic trends, 
deterioration, obsolescence, etc. With 
these changes goes hand in hand an un- 
certainty of income. Even though the 
intrinsic value of ground may remain 
somewhat fixed, the income is more apt 
to go down than otherwise through in- 
escapable depreciation of improvements 
with the incident costs of maintaining 
and replacing them, which in turn raises 
perplexing problems as to who will bear 
this often heavy burden—the life tenant 
or remainderman. The constant financial 
strain of keeping improvements in pace 
with the fickle demands of tenants and 
architects and changing business and 
economic conditions, not to mention the 
difficulties of offsetting depreciation and 
obsolescence, conforming to new fire haz- 
ard standards, meeting the never ending 
increase in taxes and special assessments 
which single out real property for their 
special prey, the menace of condemnation 
and requirements under the police power, 
all take heavy tribute from the income 
and corpus beneficiaries. Thus the desir- 
able qualities of stability of income and 
principal are all too frequently lacking 
in a trust account when the assets are 
real property. But realizing that a vary- 
ing portion of our trust assets may 
always be real estate, let us consider 
what may be the most advisable attitude 
for the commercial trustee to take toward 
some of its management problems. 
These management problems are far 
more complex and disturbing to the 
trustee and the beneficiaries alike than 
those incident to personal property. The 
business.of handling real estate has de- 
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veloped a large specialized group of 
operators whom we call realtors. The 
active cooperation and friendly attitude 
of this group is very helpful to the satis- 
factory management of real property in 
trust accounts. These men have developed 
a large clientele, devote their entire 
energies to this one activity, and with 
little added cost to the trust can relieve 
the trustee of many responsibilities and 
troubles of management and produce 
more satisfactory results to the affected 
trusts. Experience demonstrates that 
sales and leases can be more quickly and 
advantageously closed, even with the 
added cost of the commission, when the 
cooperation of the real estate profession 
is obtained than if the trustee works 
alone. 
Avoiding Active Operation 


The active operation and management 
of real estate holdings such as farms, 
cattle ranches, hotels, apartment houses, 
business structures, etc., should be avoid- 
ed by the trustee where possible and such 
properties should be leased to responsible 


tenants, thus assuring a fixed income to 
the trust and the assumption of all re- 
sponsibilities of management and posses- 
sion by the tenant. This shifts from the 
trustee to the tenant the risks of fluctu- 
ating income and much of the expense of 
maintenance of trust real estate. In many 
instances expensive and highly special- 
ized service is required to conduct horti- 
cultural and agricultural operations and 
to operate apartments, office buildings, 
stores, etc. The personnel required for 
this cannot be economically or efficiently 
maintained by a trust company unless a 
large volume of these types of properties 
is held. Even then more satisfying results 
will flow to the trust and the trustee 
alike if these burdens are shifted to 
realtors and to tenants. 

The growth of percentage leases has 
become noticeable recently, but it is our 
judgment there are many basic objec- 
tions to them and that they are not 
entirely suitable to trustee relationships 
unless they are accompanied with mini- 
mum guaranteed rentals. A strictly per- 
centage lease is so sensitive to fluctuation 
that neither the trustee nor the bene- 
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ficiary can depend with any certainty 
upon the amount of rent it will produce. 
Then there is the difficulty of checking 
sales and being assured that the lessee 
is routing through the lease all sales that 
originate on the premises and are prop- 
erly chargeable with the percentage. The 
owner’s maintenance expense on the 
building, such as taxes, insurance, re- 
pairs, obsolescence, etc., is fixed, and he 
must have some assurance of a stability 
of income to meet these stable charges. 

From a long experience, which has be- 
come increasingly clear during the de- 
pression years, our standard annual fee 
of three-fourths of one per cent on the 
reasonable corpus value of real estate 
for its full management and responsi- 
bility, has in the main been found inade- 
quate, unless supplemented with extra 
charges for special services performed in 
managing, selling, leasing, and repairing 
these properties. We observe that in 
some of the eastern centers corporate 
fiduciaries are revising substantially up- 
ward their charges for the active man- 
agement of trust real property. No doubt 
this action is based upon costly experi- 
ence. In the western area the fees for 
similar service should be reviewed and 
graduated upward or, through the me- 
dium of extra fees for special services, 
be made to produce to the corporate 
trustee a minimum of fifty per cent more 
than has been earned under our existing 
schedules. 

In conclusion and broadly speaking, 
real estate management per se, and when 
not incident to the administration of a 
trust account, is not, in my judgment, 
true trust business, brings the trustee 
into direct and undesirable competition 
with realtors, and requires the adoption 
of special policies and service depart- 
ments not properly related to the cor- 
porate fiduciary business. Obviously real 
estate in varying forms and amounts will 
always constitute a part of our assets. 
We may not always have our choice 
whether we will accept or reject the type 
or amount of real property which con- 
stitutes an integral part of our court 
trust assets, but we probably can and 
should exhibit some discrimination when 
we take on voluntary trust accounts. 
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But even in the face of such discrimina- 
tion, some of our departments are apt 
to accumulate a large amount and variety 
of real estate holdings. As an example 
my own institution, as of November 1, 
1934, was actively managing 1,771 par- 
cels of improved real estate scattered in 
most of our states and in some foreign 
countries. 

The small and the large corporate 
trustee alike will find it best for them- 
selves, and more satisfactory to their 
beneficiaries, if they will stick closely to 
seasoned types of trust business and not 
attempt to engage in “side lines,” even 
though some of them may offer the tem- 
porary lure of additional business and 
some prospect of earnings. The responsi- 
bilities and problems connected with own- 
ership and management of real estate 
are so many that when not a part of real 
trust administration they outweigh any 
apparent advantages gained by adding to 
the volume of assets if not the profit of 
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the trust department. But the corporate 
trustee must be prepared to handle its 
real estate problems with the same suc- 
cess to the interested parties as can be 
done by other competing business 
agencies. This service can best be fur- 
nished by a trained and specialized per- 
sonnel working under the control of 
senior officers and committees which give 
it the stamp of efficient and responsible 
management. 





October Life Insurance Production 


New life insurance production for October 
of 1934 was 5.7 per cent. greater than for 
October of last year. For the first ten 
months of this year the volume of new pro- 
duction showed an increase of 10.5 per cent. 
over the corresponding period of 1933. 

This was revealed by a report forwarded 
by The Association of Life Insurance 


Presidents to the United States Department 
of Commerce for official use. 






















Office Procedure in Selecting and Reviewing Trust Investments 


Outlined in Address of B. B. Brown 


“ O trustee can reasonably expect, 
N nor should it represent, that it 
can infallibly avoid defaults and 
the taking of losses,” B. B. Brown, 
assistant trust officer, American Trust 
Company, San Francisco, said in his 
opening remarks before the Regional 
Trust Conference held in that city, “but 
by carefully organized procedure for 
initial investment and for review, and 
by eternal vigilance, it can hold invest- 
ment casualties at a minimum.” 

After explaining that he would con- 
fine his remarks largely. to a discussion 
“of the exact routine office procedure in 
the exercise and discharge of the trust 
institution’s powers and responsibilities” 
in connection with investments, Mr. 
Brown said: 

“A fundamental principle long recog- 
nized, and embodied in the Statement of 
Principles adopted last year, is that a 
trust institution should devote to its 
trust investments all the care and skill 
that it has or can reasonably acquire. 
The criterion of adequacy of the routine 
investment procedure of a given trustee 
is the degree with which it approaches 
absolute literal compliance with this 
principle. The principle does not contem- 
plate that the management of the trust 
investments be left in the hands of the 
Trust Officer or a group of Trust De- 
partment officers; this would not be de- 
voting all the care and skill it (the trust 
institution) has. The care and skill of 
the institution are the sum total of the 
care used and the skill possessed by its 
individual officers and employees. Unless 
the talents, experience and judgment of 
all officers and employees having to do 
with the handling of investments are 
coordinated and brought to a focus on 
the investment matters arising in the 
Trust Department, then the institution 
falls short of compliance with the prin- 
ciple, in that it has not devoted all its 
care and skill. No pertinent piece of in- 
formation must be received, no conclu- 
sion relating to investments reached, no 
investment decision made within the 


organization without its being made 
available for the benefit of the trusts 
affected, automatically and as a matter 
of course. This does not necessarily imply 
that the same action will be taken invar- 
iably with respect to a trust holding as 
with a holding of the same security in the 
institution’s own portfolio, if exigencies 
of trust administration as distinguished 
from investment administration call for 
a different course. The important point 
is that the information must be made 
available to the trust, and dealt with in 
its relation to the other factors involved. 
“The senior officers of the institution, 
the President and the senior Vice-presi- 
dent, should have a continuous and 
intimate contact with the investment 
affairs of the trusts. If they are not 
naturally trust minded it will pay 
the Trust Officers to make them so. In- 
variably the senior officers occupy these 
positions because they are men of proven 
business experience, sound financial 
judgment and well versed in investment 
matters. Their contact with loans, with 
the bank’s own investment account, with 
outstanding business leaders, with the 
affairs of corporations on whose boards 
of directors they sit, all combine to give 
them a running ‘feel’ of the business 
pulse, whose value in shaping investment 
policies can hardly be overestimated. 
“While the senior officers make the 
decisions concerning the bank’s own port- 
folios, other officers usually attend to the 
actual buying and liquidating of hold- 
ings. They naturally keep posted as to 
what offerings are available in the 
market from time to time, what issues 
are being bid for, which issues are under 
liquidation, and they are in intimate 
touch with the technical condition of the 
market. Through their contact with bond 
traders, dealers and salesmen, they pick 
up rumors and bits of gossip, which in 
many instances permit appropriate action 
to be taken before the news becomes 
generally known. Advantageous trades 
and comparisons of bonds selling at com- 
parable prices are brought to their atten- 


536 





ae ee a 


TBs 1 


tion daily. They are continually analyzing 
issues in which the bank is interested 
for its own account, and many of their 
recommendations are applicable to the 
trusts as well. 

“Most banks maintain statistical de- 
partments which analyze annual and in- 
terim reports, scan daily papers, financial 
journals and statistical services for facts 
and opinions. These departments build 
up files containing the results of their 
researches, and prepare reports when 
called for. Certainly a statistical depart- 
ment should be intimately tied in with 
the trust investments. 


Primary Responsibility 


“On the Trust Officers themselves, be- 
cause of their familiarity with the in- 
dividual trusts and their provisions and 
their contact with trustors, beneficiaries 
and remaindermen, logically rests the 
primary responsibility for seeing that at 
all times the investment program of each 
individual trust is maintained in harmony 
with the general investment policies of 
the institution, due regard being given 
to the circumstances in specific instances. 
For example, if it has been decided to 
eliminate some bond from all the trusts, 
and it happens to be held in a trust that 
is presently to terminate, and the re- 
mainderman does not share the trustee’s 
misgivings, then the decision to be made 
is not solely an investment decision and 
should be acted upon by the trust officers 
in their own discretion. 

“In spreading the trust investment 
responsibility among so many individuals 
it is of obvious importance that the re- 
lationship of each to the whole be clearly 
defined to the end that what is the busi- 
ness of so many does not become the 
business of no one; too much system, 
redundant paperwork, and_ elaborate 
forms are to be avoided. When a ques- 
tion is to be decided, it must be con- 
sidered on the basis of all the pertinent 
facts that are known or ascertainable; 
the decision when made must be not an 
individual decision but a group decision; 
it must be made and carried out without 
delay. The trust officers must be in a 
position to act promptly in buying and 
selling so that markets may not be lost. 
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“It might be supposed that tying so 
many individuals closely into the trust 
picture—especially so many whose prin- 
cipal interests lie elsewhere—would re- 
sult in a cumbersome and unwieldy 
arrangement, sluggish in its functioning. 
The system about to be described does 
not suffer from this objection; it is flex- 
ible and functions smoothly and quickly. 


Procedure Described in Detail 


“The heart of the entire procedure is 
the Trust Investment Committee, consist- 
ing of the President, the senior Vice- 
President and the Trust Officers. This 
committee determines in advance of pur- 
chase which securities are suitable for 
trust investment; it either authorizes in 
advance or reviews as soon as it is com- 
pleted every purchase or sale made on 
the trustee’s responsibility; periodically 
it reviews all the trusts for whose in- 
vestment management the trustee is re- 
sponsible. 

“Next in importance is the Analysis 
and Review Committee, consisting of the 
Trust Investment Officer, the two men 
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in charge of the operation of the bank’s 
own investment account (one of whom 
is the head bond trader) and the head 
of the Statistical Department. This com- 
mittee compiles an approved list for 
approval by the Trust Investment Com- 
mittee; it meets weekly and oftener if 
necessary to review the list of securities 
held in trusts for whose investments the 
Trustee is solely or partly responsible; 
each member has a copy of this list con- 
stantly before him so that whenever any 
information reaches him having a bear- 
ing on any trust holding, he can ascer- 
tain at once to what extent the trust 
department is interested, and immedi- 
ately report the matter to the Trust 
Investment Officer for appropriate ac- 
tion. 

“A meeting is held the first thing each 
morning by the President, the senior 
Vice-president, the two men who handle 
the bank’s bond account, and the Trust 
Investment Officer. Current news and the 
outlook are discussed; recommendations 
and offerings from bond dealers are 


analyzed and considered. These meetings 
afford an opportunity for the interchange 
of views and give the Trust Department 
the benefit of the day-to-day viewpoint 
of this group. 

“The approved list contains a broad 
selection of high grade utilities (includ- 
ing electric power, gas and telephone), 
rails, municipals, and governments. The 
list includes many issues which sell at 
prices too high to make them attractive 
for purchase, but which would become 
attractive in a lower market. This list is 
signed by the four members of the 
Analysis and Review Committee, and 
approved by the Trust Investment Com- 
mittee for a period of two weeks. The 
Trust Investment Officer then has au- 
thority during that period to make pur- 
chases from this list for the account of 
the trusts without further reference to 
the Trust Investment Committee. This 
does not mean, however, that the seven 
individuals who have signed the list put 
it out of their minds until it comes up 
for revision and renewal; if anything 
transpires to create a question in the 
minds of any of them concerning any 
issue on it, that issue is promptly re- 
moved until the point has been discussed 
and decided. 

“When a purchase from the ap- 
proved list has been completed, the Trust 
Investment Officer is required to report 
it forthwith in a memorandum to the 
Trust Investment Committee, attaching 
to it a list of the other holdings of the 
trust. The committee then reviews the 
purchase in its relation to the rest of 
the trust, and if it concurs, signs the 
memorandum which is then placed in the 
investment file of the trust. Of all the 
duties of the Corporate Trustee, that of 
investing trust moneys probably carries 
with it the greatest moral and legal 
responsibility. This procedure insures 
that each such investment is made pur- 
suant to the judgment of the trustee as 
expressed by the combined judgment of 
those of its servants best qualified to 
exercise judgment on such matters, yet 
it is entirely flexible and permits prompt 
action. 

“Occasionally circumstances in a par- 
ticular case call for the purchase of some 
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security not on the approved list. Then 
a memorandum is submitted to the In- 
vestment Committee stating the facts 
and requesting authority to make the 
purchase. The purchase is not made until 
the authority has been granted. 

“Real estate loans for the account of 
the trusts are not considered until they 
have been approved as sound loans by 
the bank’s Real Estate Loan Committee. 
The applications are then submitted to 
the Trust Investment Committee, accom- 
panied by their appraisals, and the loans 
are not made until the committee has 
authorized them in writing. 

“When the liquidation of trust hold- 
ings of any given security is decided on 
after investigation, and when there is 
no reason to expect a sudden change in 
the market, a memorandum to the Trust 
Investment Committee is prepared, giv- 
ing a list of the trusts holding the 
security with the amount held by each, 
and requesting authority to sell. The 
liquidation is not started until the writ- 
ten authorization has been given. If, 


however, information is received making 
it appear advisable to liquidate an issue 
on short notice, and there is a likelihood 
that the market will sell off, the matter 
is taken up informally, and the sale made 
without written approval, being reported 
forthwith for written confirmation. De- 
posits under reorganization and modifi- 
cation plans, and settlement of defaulted 
securities are all approved by the Trust 
Investment Committee after investiga- 
tion and report by the Analysis and 
Review Committee. 

“These investment approvals and con- 
firmations not only insure that action is 
taken on group judgment, but they build 
up a valuable permanent record showing 
clearly the care bestowed on the invest- 
ment administration of each trust. 


Review of Investments 


“Carrying a responsibility little if any 
less than that entailed in the investment 
of trust moneys comes that of maintain- 
ing a constant watch over trust invest- 
ments—those received by the trustee as 
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well as those purchased by it. A periodic 
perfunctory review at long intervals will 
not answer at all under rapidly changing 
conditions such as confront us today. 
There must be the same continuous con- 
sciousness on the part of the trustee of 
the commitment in each trust security 
as there is on the part of an active in- 
dividual investor concerning his own 
holdings. The investment review re- 
sponsibility of the trustee with respect 
to the multitude of different issues in its 
vaults varies from complete responsi- 
bility to no responsibility at all. The first 
step in an intelligent approach to the 
problem of review is the segregation 
according to responsibility. Without such 
a segregation much valuable time and 
thought will be wasted on issues for 
which someone else is entirely responsi- 
ble, and issues requiring attention may 
be overlooked. By reference to the trust 
instruments, each trust may be placed in 
the proper one of the following four 
classifications : 

1. Testamentary Trusts and Private 
Trusts under which the trustee has un- 
restricted exercise of investment func- 
tions, and Guardianships. 

2. Private Trusts (and some Testa- 
mentary Trusts) under which the trustee 
exercises its investment powers jointly 
with a third party or co-trustee, or where 
the trustee technically has no invest- 
ment powers but is expected to make 
recommendations to whoever does. 

38. Private Trusts under which the 
trustor or a third party has exclusive 
control of the investments. 

4. Executorships. 

“As an aid in the mechanical opera- 
tions of making lists of holdings and 
preparing advices of income collections, 
it is common practice to have address- 
ograph plates made up for each individ- 
ual security held by each account. These 
plates are filed according to trusts. For 
convenience in ascertaining quickly which 
accounts hold securities of a given issue, 
imprints of these plates are made on 
cards of a size convenient for filing 
which are re-filed alphabetically accord- 
ing to security. Any segregation or ear- 
marking as to review responsibility must 
be made in such a manner as to preclude 


the possibility that any holding that 
should be watched is accidentally placed 
in the wrong classification and over- 
looked until some untoward happening 
brings it to light. In making the im- 
prints of the plates for this file accord- 
ing to security, cards of four different 
colors are used, one for each of the four 
classifications mentioned above. It is thus 
possible to ascertain from the security 
file just what accounts hold a given issue 
and, from the color of the cards, what 
the review responsibility is with respect 
to each. Since all the cards for each 
account are printed at once and checked 
against the security ledger, it is impos- 
sible for a stencil to be printed on the 
wrong colored card without being de- 
tected instantly. 

“The review by securities rather than 
by individual trusts seems to be the only 
efficient manner in which proper and 
constant watch can be kept. For con- 
venience in reviewing, a mimeographed 
list is prepared giving the names of all 
the securities held which fall under 
classifications numbered 1, 2 or 4. Those 
falling under classification 3, that is, 
trusts under which the trustee has no 
review responsibility, are omitted. The 
list contains three column headings, cor- 
responding to the three classifications, 
and opposite each item is shown the total 
holding of the security in each classifica- 
tion. The list is revised as often as 
necessary to reflect changes, and new 
securities received are added at the end 
of the list. This list provides, in a con- 
venient and available form, a picture of 
just what holdings carry review respon- 
sibility with them and the extent of each 
holding. By mimeographing the form and 
by the use of the colored cards, the prep- 
aration of the list requires a minimum of 
time and labor. 

“Each member of the Analysis and 
Review Committee is furnished with a 
copy of this list. This committee meets 
weekly for a review of the entire list 
and a discussion of any developments 
having a bearing on the issues contained 
in it. Questions that cannot be disposed 
of then and there are referred to the 
Statistical Department for report and 
acted upon subsequently. It is not to be 
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supposed that the issues on the list 
receive no attention between meetings; 
each member of the committee has a 
copy of the list before him constantly, 
and if during the week he runs across 
any information calling for prompt 
action he reports the facts at once to the 
Trust Department Officer. Copies of the 
list are also furnished periodically to 
large bond dealers in New York, Chicago 
and Boston, who are thus enabled to pay 
special attention to the issues in which 
the Trust Department has an interest. 
It is manifest that under this arrange- 
ment the trust holdings have the benefit 
of virtually continuous review by the key 
investment men of the organization who 
are up-to-the-minute as to the institu- 
tion’s investment policies and who are 
the first ones to become aware of news 
having a bearing on the outlook for the 
trust holdings. 

“This running review is supplemented 
by periodical reviews made by the Trust 
Investment Committee which goes over 
lists by trusts, paying special attention 
to the proper balance of the lists and the 
suitability of each list as a whole in 
relation to the provisions of the trust 
under which it is held. 


Special Attention to New Trusts 


“While the foregoing system of review 
is well adapted to the requirements of 
trusts that have once been put into 
proper shape, special attention is needed 
in the case of new trusts received in the 
form of securities. As soon as these 
trusts are accepted, the Statistical De- 
partment is furnished with a list of all 
the holdings concerning which adequate 
information is not already on file and 
on the basis of its reports recommenda- 
tions are prepared and submitted to the 
Trust Investment Committee for ap- 
proval. In each case a program is adopted 
under which holdings of an unsatisfac- 
tory character are eliminated and the 
account strengthened through proper 
diversification and the replacement of 
the weak securities by others of higher 
quality. 

“Having seen to the adequate safe- 
guarding of the investment of trust 
moneys and the reviewing of trust 
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securities, attention should be devoted 
next to the personal relationship between 
the trustee and those upon whose lives 
the acts of the trustee have such a far- 
reaching influence. 

“Living trusts under which the trustor 
reserves to himself the direction of in- 
vestments fall into two categories. In the 
first, the trustor has his own ideas about 
investments, expects no supervision what- 
ever from the trustee and carries his 
securities under a trust solely to accom- 
plish his testamentary purposes without 
probate. If the corpus of such a trust is 
to vest outright upon the death of the 
trustor, it presents no problems of in- 
vestment administration and if twice a 
year a list of securities is sent to the 
trustor with a letter calling his attention 
to the fact that he has the full control 
of the investments and that the trustee 
makes no changes except upon his writ- 
ten instructions, the trustee need do no 
more. The case is different if such a 
trust is to continue after the death of 
the trustor for the benefit of other bene- 
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Progress with 
New Developments! 


The National Housing Administration pro- 
vides for insurance of loans made by banks 
and trust companies for modernization pur- 
poses, and advances additional funds if 
necessary. 


To protect uninvested trust funds the 
Federal Deposit Insurance Corporation has 
just offered two plans for insuring such 
funds up to $5,000.00 for each beneficial 
owner, without requiring the keeping of 
separate accounts. 


Still another type of insurance recently 

came available to financial institutions, 
when comprehensive regulations were an- 
nounced on the subject of mutual mortgage 
insurance. 


Detailed and complete information on 
these and many other New Deal activities 
affecting and benefiting banks and trust 
companies will be found in the 
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ficiaries. Then the trustee is likely to 
be faced, on the death of the trustor, 
with a list of securities of second grade 
or worse with full investment responsi- 
bility. While in most such cases the trust 
agreements authorize the trustee to 
retain without liability securities pur- 
chased by the trustor, this is not a valid 
excuse for failure to exercise discretion 
and to deal intelligently and prudently 
with the trust property. The trustee is 
thus faced with virtually the same prob- 
lem that presents itself in the probate 
of an estate but without the legal pro- 
tection of court proceedings. To avoid 
this, the trustor should be urged, during 
his lifetime, to follow an investment 
policy which the trustee can consistently 
continue after his death, or else to author- 
ize some one or more persons in whose 
judgment he has confidence to carry on 
the investment management of the funds 
after his death. In the second type of 
living trust under which the investment 
power is reserved to the trustor, he 
expects the trustee to watch the invest- 
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ments in much the same way that it will 
after his death and reserves the right of 
direction largely because of the feeling 
it gives him that he is not entirely part- 
ed with the control of his property. This 
type of trust presents no special prob- 
lems beyond the fact that changes need 
to be presented to the trustor and his 
written direction obtained before they 
are carried out. 

“Another question which arises in con- 
nection with trust service is that of how 
far the trustee should go in conferring 
with the beneficiaries regarding invest- 
ments. Some beneficiaries feel that any 
effort made by the trustee to obtain an 
expression of their opinion on invest- 
ment changes is actuated by a desire to 
shift responsibility that properly belongs 
exclusively to the trustee. Others feel 
that if the trustee does not consult them, 
it is acting arbitrarily in making 
changes affecting their income without 
regard to their own wishes. * * * It 
should be pointed out (to the beneficiary 
at the outset of the relationship) that the 
trustee is quite willing to accept full 
responsibility for the investment policy 
and that if the beneficiary has no desire 
to be consulted it will act in its own dis- 
cretion without reference to him; that if, 
on the other hand, the beneficiary is 
familiar with investments and wishes to 
participate in the investment decisions, 
the trustee will welcome such participa- 
tion. 

“By so arranging its investment pro- 
cedure that all resources at the com- 
mand of the trustee are systematically 
given expression in the management of 
its trusts funds, the trustee will do bet- 
ter by the property entrusted to its care 
than the much publicized prudent man 
could do. By studied attention to the 
development of mutual confidence and 
sympathy between trustee and _ bene- 
ficiaries, the trustee will have success- 
fully discharged a duty second in im- 
portance only to prudent management. 
The combined result will be a _ well 
rounded trust service, strongly entrench- 
ing trust companies in the public esteem 
and yielding such returns in professional 
satisfaction to those engaged in trust 
work.” 








Pennsylvania Trust Conference 





HE Mid-winter Conference of the 
‘Trust Company Section, Pennsyl- 
vania Bankers Association, held at 
Harrisburg, November 16, was devoted 
largely to an informal discussion of trust 
investment principles and of prospective 
changes in Pennsylvania laws relating 
thereto. The only formal address was that 
of George C. Burgwin, Jr., on the fore- 
closure of mortgages, the full text of 
which is published in this issue. 

To introduce the subject of trust in- 
vestments, men engaged in statistical 
and investment work from several Penn- 
sylvania institutions participated in a 
demonstration of effective methods of 
selecting desirable investment issues. 
This was followed by an informal talk by 
Franklin Spencer Edmonds, Counsel for 
the Committee on Trust Investments. 

In a preliminary report to Frank G. 
Sayre, the Committee’s chairman, Mr. 
Edmonds outlined the progress made 
with reference to the drafting of a stat- 


ute to be recommended to the General 
Assembly of Pennsylvania, in order to 
carry into effect the recent amendment 
to the Constitution of Pennsylvania re- 
lating to trust investments. In this re- 
port, Mr. Edmonds said in part: 

“A preliminary draft of the proposed bill 
which is in form an amendment of Section 
41 (a) (1) of the Fiduciaries Act of 1917 
was submitted to your Committee at a spe- 
cial all-day session held in Philadelphia on 
Friday, September 21, 1934. * * * 

“As a result of this conference with the 
Committee, * * * the bill was approved in 
principle but referred back to counsel for 
additional editing. Since that time a num- 
ber of important suggestions have been 
received from qualified sources, and an 
endeavor is being made to simplify the form — 
and content of the proposed bill. 

“It is now expected that the final draft 
will be perfected within the next two 
months, so that in December copies can be 
mailed to the member banks and trust com- 
panies for additional comments and sugges- 
tions.” 





Accounting Problems in Connection with the Foreclosure 
of Mortgages —Test Case Suggested 


The paper read by George C. Burgwin, 
Jr., vice-president Fidelity Trust Com- 
pany, Pittsburgh, before the Trust 
Company Section of the Pennsylvania 
Bankers’ Association, November 16, is 
published in full: 


REGRET that I cannot address you 
I as an authority on the subject which 

I am to discuss. Such information 
as I have leads me to believe that in 
Pennsylvania no one but a prophet can 
be an authority on the subject because 
the law applying to many of the ques- 
tions is yet to be announced. It is unfor- 
tunate that some of the more important 
questions confronting a trustee who 
holds defaulted mortgages were not an- 
swered before the need for the answers 
became so pressing. 


The views I express represent only my 
opinion formed from what I believe to 


be a logical approach to the subject, in 
some instances supported by authorities 
from jurisdictions other than Pennsyl- 
vania and by the American Law Insti- 
tute’s tentative draft of the ‘“Re-state- 
ment of Trusts” IV. I cannot outline the 
procedure required by the law; I can 
only venture a prediction of what that 
procedure will be. I do not recommend 
that our present practices be modified 
until the correct practice has been an- 
nounced by the Courts. 

When a default occurs under a mort- 
gage held by a trustee, the trustee must 
first decide whether to foreclose the 
mortgage. It seems that this is a matter 
for the discretion of the trustee although 
the trustee may be liable for loss through 
failure to foreclose a mortgage which 
prudence dictates should be foreclosed. 
“State Street Trust Company vs. Dekalb 
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259 Mass. 578; 157 N. E. 334.” The ap- 
plicable provision of the “Re-statement 
of Trusts” is the following: 


Section 223. Investments Subsequently Becom- 
ing Improper. 

Except as otherwise provided by the terms of 
the trust, if the trustee holds property which 
when acquired by him was a proper investment, 
but which thereafter becomes an investment 
which would not be a proper investment for a 
trustee to make, it becomes the duty of the 
trustee to the beneficiary to dispose of the prop- 
erty within a reasonable time... . 


Comment: (h) Foreclosure of Mortgages. 


If the trustee properly holds in trust a mort- 
gage upon real property and the mortgage is 
foreclosed, the trustee can properly purchase 
the property on foreclosure, if it is prudent to 
do so in order to avoid a loss, although the trustee 
is not authorized to invest in the purchase of 
real property. 

If the trustee holds in trust a mortgage upon 
real property and the mortgage matures and the 
mortgagor is unable to pay it and the value of 
the property has so fallen that he cannot fore- 
close it without a loss, the trustee is not under 
a duty to the beneficiary immediately to foreclose 
the mortgage if under the circumstances it is 
prudent to delay foreclosing. If it is impossible 
to sell the property upon foreclosure for the 
amount of the mortgage, so that the trustee 
would be compelled either to sell it at a loss or 
to buy it in for the trust, and there is a reason- 
able prospect that at a later time he may be able 
to realize the full amount of the mortgage, he 
may be justified in delaying to foreclose the mort- 
gage or even in extending it. Thus, if the 
mortgagor is ready and able to pay the interest 
on the mortgage and the taxes and other carry- 
ing charges, but is unable to pay the principal, 
and owing to the depressed state of the market 
for real estate it is impossible to sell the property 
except at a sacrifice, the trustee may be justified 
in not foreclosing the mortgage or in extending 
it, although he would not be justified in making 
an original loan on the mortgage at that time. 
He may even be justified in not foreclosing the 
mortgage although the mortgagor has defaulted 
in the payment of interest and carrying charges, 
if under the circumstances it is not prudent to 
foreclose the mortgage. 


You will note the absence of directions 
for the guidance of a trustee who holds 
a defaulted mortgage and has no funds 
with which to institute foreclosure pro- 
ceedings. Presumably the trustee is ob- 
liged to use due diligence to raise the 
necessary funds if the circumstances in- 
dicate that a delay in foreclosing the 
mortgage would be dangerous. 

After the trustee has resolved to fore- 
close the mortgage he must decide 
whether the funds with which to defray 
foreclosure costs are to be advanced from 
principal or from income. The authori- 
ties agree that foreclosure costs, includ- 
ing taxes that must be paid at the time 
of foreclosure, are to be advanced out of 
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principal in the first instance. Equitable 
Trust Company vs. Swoboda—113 N. J. 
Eq. 399 (1933); In re: Marshall—43 
Misc. 238 (N. Y.) (1904); Stone vs. 
Littlefield—151 Mass. 485 (1890). We 
have advanced the costs of foreclosing 
mortgages held in our Mortgage Pool out 
of the proceeds of principal liquidation. 
This practice has been approved by the 
Orphans’ Court Examiner. 

After the trustee has acquired title to 
the mortgaged property it is his duty to 
sell it as soon as a sale can be effected 
without undue sacrifice unless the trus- 
tee is authorized by the terms of the 
trust to invest in real property. (Furniss 
vs. Cruikshank —191 App. Div. 450 — 
N. Y. 1920). Certainly if the property 
does not carry itself the trustee is under 
a duty to sell. The applicable provision 
of the “Re-statement of Trusts” is the 
following: 

Section 232. Unproductive Property. 


Unless it is otherwise provided by the terms 
of the trust, if property held in trust to pay the 
income to a beneficiary for a designated period 
and thereafter to pay the income to another 
beneficiary produces no income, or an income 
substantially less than the current rate of return 
on current investments, and is likely to continue 
unproductive or under-productive, the trustee is 
under a duty to the beneficiary entitled to the 
income to sell such property. ... 

Comment: (d) The rule stated in the section 
is applicable to property acquired by the trustee 
subsequent to the creation of the trust which is 
or later becomes unproductive. 

Thus, the rule is applicable to land and build- 
ings which the trustee can no longer profitably 
lease; to mortgages, bonds and other securities 
upon which interest is in default, unless the 
trustee can realize by foreclosure or otherwise; 
to shares of stock upon which the corporation 
ceases to pay dividends, after it is or becomes 
probable that dividends will not be paid for a 
considerable or indefinite period of time. 


In most cases the trustee is not able 
to find a purchaser who is willing to pay 
a satisfactory price for a considerable 
period of time. In the meantime, taxes 
must be paid and the property must be 
insured and kept in repair. Frequently 
the property cannot be rented for suffi- 
cient to pay the carrying charges. In 
some cases the property may produce 
more than sufficient to pay the carrying 
charges. In either event the trustee is 
confronted with a problem. If the prop- 
erty does not carry itself, is the defi- 
ciency to be advanced from principal or 
from income? If the property more than 
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carries itself, what disposition is to be 
made of the surplus? 

The authorities seem to be in accord 
that the carrying charges, to the extent 
that they exceed the revenue, must be 
advanced from principal in the first in- 
stance. Equitable Trust Company vs. 
Swoboda Supra; In re: Marshall Supra, 
Stone vs. Marshall Supra; Jordan vs. 
Jordan 192 Mass. 337 (1906). That seems 
to be the rule even though in some states 
carrying charges on unproductive real 
estate, which originally constituted a part 
of the trust corpus and which the trustee 
is under no duty to convert, must be paid 
(not merely advanced) out of income (21 
Corpus Juris 937; Creed vs. Connelly 
272 Mass. 241 (1930) ; Spencer vs. Spen- 
cer 219 N. Y. 459 (1916). 

The applicable provision of the “Re- 
statement of Trusts” is the following: 


Section 225. Principal and Income. 

1. Except as otherwise previded by the terms 
of the trust, if property is held in trust to pay 
the income to a beneficiary for a designated pe- 


riod and thereafter to pay the principal to another 
beneficiary, 
a. The former beneficiary is entitled to, and 
only to, the net income during such period, and 
b. The latter beneficiary is entitled to the prin- 
cipal on the expiration of such period. 


2. The net income is ascertained by sub- 
tracting expenditures allocable to income from 
receipts allocable to income. .. . 

Comment: (1) Unproductive Property. 

Ordinary current expenses as well as extraor- 
dinary expenses in connection with unproductive 
property are payable out of principal, unless it 
is otherwise provided by the terms of the trust. 


If the revenue from the property ex- 
ceeds the carrying charges, it appears 
that the surplus should not be distributed 
to the life tenant but should be im- 
pounded until the property is sold and 
the total of the net proceeds of the en- 
tire salvaging operation is finally deter- 
mined. However, such a procedure im- 
poses a hardship on the life tenant, 
especially in cases where the property is 
held for a considerable time. In most 
cases, unless the surplus revenue, if paid 
to the life tenant, would represent an 
unusually high rate of return on the 
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amount invested in the mortgages the 
trustee may safely distribute the surplus 
revenue as income and treat it as a credit 
against the amount to which income will 
be entitled when the property is sold. 

Our Company is voluntarily filing an 
account in a case in which the carrying 
charges on real estate acquired by fore- 
closure very nearly exhausts the income 
from other assets in the trust. We intend 
to ask the Orphans’ Court to pass on the 
question of the source from which carry- 
ing charges are to be advanced. 

Now we come to the place where the 
authorities do not agree. The trustee 
sells the property and has in his hands 
a fund representing the proceeds of the 
sale. There is substantial agreement that, 
whether the whole transaction has re- 
sulted in a loss or a profit, some kind of 
apportionment of the proceeds of the 
sale must be made between principal and 
income. There is a lack of agreement on 
the manner of apportionment. 


Illustration 


Let us assume a case for concrete 
illustration: 

The principal of the mortgage was 
$10,000.00; 

The foreclosure costs were $500.00; 

The net carrying charges were 
$500.00; 

The delinquent interest at 5 per cent. 
for two years is $1,000.00. 

The total of the sums advanced and of 
the delinquent interest then is $12,000.00. 

Let us assume first that the property 
was sold for $9,000.00 net after the de- 
duction of brokerage charges, that is, at 
a loss. 

In New Jersey, on the authority of the 
case entitled “In re Tuttle 49 N. J. Eq. 
119; 24 Atl. 1 (1892),” the proceeds 
would first be apportioned in the ratio 
of the principal ($10,000.00) to the de- 
linquent interest ($1,000.00); 10/11 of 
the net proceeds of $8,181.81 would be 
awarded to principal and 1/11 or $818.19 
would be awarded to income. From the 
sum awarded to income, the carrying 
charges ($500.00) would be deducted 
and returned to principal, leaving $318.19 
as income’s net share of apportionment. 
Principal would get $8,681.81, $1,000.00 


of which would be reimbursement for 
foreclosure costs and carrying charges 
advanced, so that principal’s net share of 
the proceeds would be $7,681.81. Note 
that under the New Jersey rule principal 
pays the foreclosure costs and get no 
credit for the payment in the apportion- 
ment, and that income eventually pays 
the carrying charges and gets no credit 
for the payment in the apportionment. 
In New York, on the authority of the 
case entitled In re: Marshall 43 Misc. 
238; 88 N. Y. Supp. 550 (1904), the 
$9,000.00 would be apportioned as fol- 
lows:—The principal investment in the 
property would be determined by adding 
the face of the mortgage, the foreclosure 
costs and the carrying charges, a total 
of $11,000.00. The proceeds then would 
be apportioned in the ratio of the total 
invested principal to the delinquent in- 
terest. Principal would get 11/12 of 
$9,000.00 or $8,250.00; income would get 
1/12 of $9,000.00 or $750.00. However, 
since $1,000.00 from the principal was 
used to pay foreclosure costs and carry- 
ing charges principal’s net share of the 
proceeds, after being reimbursed for the 
carrying charges advanced, would be 
$7,250.00. Note that under the New York 
rule principal must pay (not merely ad- 
vance) foreclosure costs and carrying 
charges, but credit for the sums so paid 
is allowed in the apportionment. In the 
Marshall case interest on the sums ad- 
vanced out of principal while the prop- 
erty was held was included as delinquent 
interest in the apportionment. If we 
were to do that, the share awarded to 
income would be slightly greater. 


The applicable provision of the “Re- 
statement of Trusts” is the following: 


Section 233. Allocation on Delayed Conversion. 


1. Unless it is otherwise provided by the terms 
of the trust, if property held in trust to pay the 
income to a beneficiary for a designated period 
and thereafter to pay the principal to another 
beneficiary is property which the trustee is under 
a duty to sell and which produces no income or 
an income substantially less than the current rate 
of return on trust investments, or which is wast- 
ing property or produces an income substan- 
tially more than the current rate of return on 
trust investments, and the trustee does not im- 
mediately sell the property, the trustee should 
make an apportionment of the proceeds of the 
sale when made, as stated in sub-section ‘‘2.” 


2. The net proceeds of the sale of the property 
are apportioned by ascertaining the sum which 
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with interest thereon at the current rate of re- 
turn on trust investments from the day when the 
duty to sell arose to the day of sale would equal 
the net proceeds; and the sum so ascertained is 
to be treated as principal, and the residue of the 
net proceeds as income. 


8. The net proceeds include the net sale price 
plus the net income received or minus the net loss 
incurred in carrying the property prior to the 
sale. 


Comment: (b) The rule stated in the section is 
applicable in the case of mortgages and other 
investments held in trust upon which the trustee 
ceases to receive income and which are ultimately 
disposed of at a loss. Then if a mortgage is held 
in trust and there is a default in the payment of 
interest and the trustee ultimately forecloses the 
mortgage and realizes less than the full amount 
of principal and interest which has accrued there- 
on, the amount realized is apportionable between 
income and principal, in accordance with the rule 
stated in the section. 


The above rule can be expressed by 
the equation F—P-+-P r t wherein F is 
the net proceeds of the sale after fore- 
closure costs and net carrying charges 
are deducted and returned to principal, 
P is the sum to be awarded to principal, 
r is the current rate of return on trust 
investments (assumed to be 5 per cent.), 
and t is the time from the date of the 
last payment of interest on the mortgage 
to the date of sale. The equation re- 
duces to: 

F 
l+rt 

(Steps in reduction of equation are as 
follows: 

F=P+Prt divide through by P, getting 


p=! +rt divide through by F, getting 
Ba hs invert both sides, getting 
r F 
F 
P "Taek ys. 


By substituting the known quantities in 
our case, we get 


$8,000.00 $8,000.00 
i no Pa 
P=TT (05) 2 Sli 
P—$7,272.73. 


Therefore, under the rules set forth in 
the “Re-statement” principal would get 
$7,272.73 and income would get $727.27. 


Let us compare the results of the sal- 
vaging operation under the three rules: 
New Jersey New York Re-statement 


Principal $7,681.81 $7,250.00 $7,272.73 
Income ..... 318.19 750.00 127.27 
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There is a fourth method approved in 
some jurisdictions embodying a part of 
the New York rule and a part of the rule 
stated in the “Re-statement.” The fore- 
closure costs and carrying charges ad- 
vanced by principal are deducted from 
the net proceeds of the sale and returned 
to principal. The balance remaining is 
then apportioned in the ratio of the prin- 
cipal sum invested in the mortgage to 
the delinquent interest. If the rate used 
for determining the delinquent interest 
is the same as the current rate of in- 
terest for trust investments, the result 
obtained will be the same as the result 
obtained by application of the rule set 
forth in the “Re-statement.” Personally 
I favor the rule set forth in the “Re- 
statement.” As between the life tenant 
and the mortgagor the life tenant is en- 
titled to interest at the rate set forth 
in the mortgage; but if the mortgage is 
in default, it seems that as between the 
life tenant and the remaindermen the 
life tenant should be entitled only to 
interest at the current rate for trust in- 
vestments. 


Let us assume next that the trustee 
sells the property for $13,000.00; that is, 
for $1,000.00 more than the total of the 
principal, foreclosure costs, carrying 
charges and delinquent interest. Appar- 
ently, after a sum equivalent to the 
delinquent interest had been awarded to 
income, the entire balance would be 
awarded to principal in all jurisdictions 
except New Jersey and possibly Penn- 
sylvania. In New Jersey the entire pro- 
ceeds would be apportioned. “Skinner v. 
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Boyd, 98 N. J. Eq. 55 (1925) ; Parker v. 
Seeley, 56 N. J. Eq. 110 (1897).” In 
Pennsylvania Park’s Estate 173 Pa. 191 
(1896) may appear to authorize appor- 
tionment of the profits to income. How- 
ever, that case was decided on the inter- 
pretation of the word “profits” as used 
in the testator’s will, and for that reason 
is not reliable as a precedent. Since the 
development of the rules relating to the 
apportionment of stock dividends and 
stock rights, which apparently conflict 
with the rule in Park’s Estate, it is 
doubtful that Park’s Estate would now 
be followed. Our Supreme Court, in Gra- 
ham’s Estate, 198 Pa. 216 (1901) 
affirmed the decree of the lower court 
awarding the profits on the sale of bonds 
to principal. The lower court distin- 
distinguished Park’s Estate on the basis 
of the wording of the testator’s will. 

I doubt that many, if any, of the Penn- 
sylvania trust companies have adopted a 
practice with relation to the distribution 
of the proceeds of the sale of mortgaged 
property which even approaches the prac- 
tice I have outlined. My doubt is justi- 


fied by the answers to letters which I 
addressed to various trust institutions 
asking them to outline their existing 
practices. I find that almost without ex- 
ception the practice is as follows: 


1. Foreclosure costs are paid out of 
principal and included in the carrying 
value of the property on the trustee’s 
books. This practice appears to be cor- 
rect. 

2. The net carrying charges are paid 
out of income from other trust assets. 
This practice is objectionable because of 
the hardship it imposes on the life 
tenant. 

3. Net revenue, if any, is currently 
distributed as income. This practice is 
not objectionable but it may be danger- 
ous if, as I stated before, the total of the 
net revenue distributed as income turns 
out to be greater than the sum to which 
income is entitled out of the entire 
salvaging operation. 

4. Upon a sale of the property, the 
principal is made whole before any por- 
tion of the proceeds is awarded to in- 
come. This practice also works a hard- 
ship upon the life tenant. 

5. Any real profit is awarded to prin- 
cipal. This practice appears tobecorrect. 


‘Tethaedte | 


There are minor variations of the 
above practices. Some companies include 
the interest delinquent at the time of 
foreclosure in the carrying value of the 
property and pay the delinquent interest 
to the life tenant. Other companies in- 
clude delinquent interest in the carrying 
value but do not pay the interest to the 
life tenant unless it is actually realized. 
Still others do not pay the delinquent 
interest to the life tenant even though 
the property is sold for enough to make 
principal whole and to pay the interest. 
The practice in some companies is to 
charge the expense of conditioning the 
properties after foreclosure to principal. 

Some of the trust officials with whom 
I corresponded confess a doubt as to the 
propriety of the existing practice. It 
has been adopted because it is safe from 
the viewpoint of the trustee. I do not 
feel that trust companies are to be cen- 
sured for adopting a safe practice when 
they are without legal authority for 
adopting some other practice that might 
result in a surcharge, but I submit that 
in view of the hardship imposed upon 
life tenants by the trustee’s playing safe, 
it is our duty to get a clear definition of 
the Law as soon as possible,—to institute 
amicable litigation if necessary. I will 
welcome discussion on this matter at the 
close of my talk. 

There appears to be only one decision 
in Pennsylvania bearing closely on the 
subject under discussion. That is Dor- 
nan’s Estate, 19 D. & C. 539, decided by 
the Orphans’ Court of Philadelphia in 
1933. In that case, trustees had acquired 
real property through foreclosure of a 
mortgage. At the death of the life tenant 
the property had not been sold and the 
trustees included it in the balance for 
distribution shown in their account. The 
life tenant’s executors asserted an in- 
terest in the real estate proportionate to 
the amount of interest delinquent at the 
time of foreclosure. The remaindermen 
asserted that the real estate was all 
principal. The Court, after remarking on 
the absence of precedents, awarded the 
real estate back to the trustees together 
with $10,000.00 of principal to defray the 
carrying charges until the property could 
be sold and the life tenant’s share of the 





proceeds determined. The parties subse- 
quently arrived at a compromise which 
was approved by the Court. Judge Van 
Dusen, in the course of his opinion, said: 
“All the authorities agree that the life 
tenant has some interest, and it seems 
to me that this must be so. According to 
its terms the mortgage secures interest 
as well as principal, and prudent man- 
agement and regard for the welfare of 
both parties so requires. If the fore- 
closure sale raises a fund sufficient to 
pay both, of course the interest is real- 
ized in full and goes to the life tenant. 
If a fund is raised which is not sufficient 
to pay both, then principal and interest 
should share in the fund pro rata. The 
trustee represents the one no more than 
the other. (If anything, the life tenant 
is the testator’s favorite) and what he 
does he is doing equally for both. There 
is no shuffling around of parties at the 
moment of the sheriff’s sale which causes 
the trustee to lose one of his beneficiaries 
in the process.” 

There are other decisions which, how- 
ever, are not closely in point. In Rahm’s 
Estate, 45 P. L. J. (0.8.) 453 (1898), 
Judge Hawkins of the Allegheny County 
Orphans’ Court directed that the assets 
recovered from the estate of a deceased 
trustee who apparently had been guilty 
of embezzlement should be distributed 
pro rata between principal and income. 
In Colket’s Estate, 20 W. N. C. 71 
(1887), the proceeds of the sale of de- 
faulted bonds held by a trustee were 
apportioned between income and princi- 
pal in the ratio of the unpaid interest to 
the face of the bonds. Neel’s Estate No. 
2, 207 Pa. 446 (1904), contains a hint 
that carrying charges on real property 
acquired by foreclosure of a mortgage 
should be charged to principal. There 
interest on money borrowed by trustees 
to enable them to purchase real property 
owned by a partnership of which the 
decedent had been a member was charged 
to principal. These decisions are hardly 
sufficient to enable us to adopt and fol- 
low a course of procedure contrary to 
existing practices. 

I wish also to touch briefly on the 
relation of the subject under discussion 
to mortgage pools. Until we know the 
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correct practice with respect to prop- 
erty acquired through the foreclosure of 
mortgages held by individual estates we 
cannot modify our practice with respect 
to real estate now held in pools. If and 
when we have a decision of the various 
questions in the case of an individual 
estate, the rules announced should be 
followed in the administration of the 
pools. We may anticipate then that even- 
tually we will be paying foreclosure costs 
out of the proceeds of liquidation; carry- 
ing charges will be paid out of rents, or, 
insofar as rents are insufficient, out of 
the proceeds of liquidation. When a 
property is sold, the proceeds will be 
apportioned between income and princi- 
pal. However, we can hardly attempt to 
reflect the result of cach salvaging oper- 
ation on the individual ledger sheets of 
the estates participating in the pool. The 
task would be tremendous. Delinquent 
interest, when collected, will be distrib- 
uted among the estates participating in 





if 
i 
if 
if 
if 



















550 


the pool at the time of collection regard- 
less of the time when the _ interest 
accrued. This may appear to be an in- 
justice to the life tenants whose interests 
have terminated after the _ interest 
accrued but before it was collected, but 
any other procedure would result in hope- 
less confusion. Suppose that John Doe, 
the life tenant of an estate with $1,000.00 
invested in a $20,000,000.00 pool, dies in 
1934. In 1936 we sell a parcel of real 
estate acquired by the foreclosure of a 
mortgage on which no interest had been 
paid since 1932. Are we to be compelled 
to pay to John Doe’s administrator an 
1/40,000 part of the sum apportioned to 
income? I hope not, and I feel that no 
court with an understanding of the sit- 
uation would require us to do so. Note, 
however, that we cannot treat the real 
estate in the pool as though it had all 
been acquired in foreclosure of a single 
mortgage equal in amount to the total of 
all the foreclosed mortgages. Separate 
records must be kept for each property 
so that, when the property is sold, we 
will have the figures to be used in appor- 
tioning the proceeds. 

The acceptance of bonds of the Home 
Owners’ Loan Corporation in exchange 
for mortgages raises additional ques- 
tions if the bonds are not immediately 
sold. Of course there are no foreclosure 
costs and carrying charges to worry 
about in connection with bonds but fre- 
quently the total of the bonds and cash 
received will be less than the principal 
of the mortgage and the delinquent in- 
terest, and in some cases less than the 
principal alone. It seems obvious that the 
exchange of bonds for mortgages is a sal- 
vaging operation just as the foreclosure 
of a mortgage and the sale of the mort- 
gaged property is a salvaging operation. 
I see no reason why the bonds should 
not be apportioned between principal and 
income in the ratio of the principal of 
the mortgage to the delinquent interest. 
It makes no difference whether the appor- 
tionment is on the basis of the par value 
of the bonds or the market value of the 
bonds. However, until we have a deci- 
sion to the effect that the trustee need 
not make principal whole before award- 
ing any sum to income, the only safe 
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practice will be for us to make principal 
whole on the basis of the market value 
of the bonds at the time they are accept- 
ed before awarding any sum to income, 
or, with the consent of the life tenant, 
to postpone any apportionment between 
principal and income until the salvaging 
operation is completed by the sale of the 
bonds. I favor the latter course in the 
case of bonds received in exchange for 
pooled mortgages and in the case of 
bonds received for mortgages held in 
individual estates, unless the life tenant 
insists upon an immediate apportion- 
ment. 

This discussion has been somewhat 
academic, because I cannot urge the 
adoption of practices in accordance with 
the views I have expressed until those 
views are supported by something 
stronger than my opinion. However, I 
have attempted not only to outline the 
course which, academically, appears to 
be correct but also to point out the hard- 
ship imposed on life tenants under exist- 
ing practices and to demonstrate the 
need for an early and authoritative de- 
cision on the various questions involved. 
If we arrange to have a test case brought 
before the courts, I believe the case 
should concern the foreclosure of a mort- 
gage held by an individual estate, rather 
than a pooled mortgage. A case concern- 
ing a pooled mortgage would necessarily 
involve collateral issues which might 
prevent our getting clear-cut answers to 
our questions. 

Several enlightening articles on the 
subject I have discussed have appeared 
in recent issues of the magazine TRUST 
Companies. I am indebted to the authori- 
ties of those articles for much of the 
material used in my talk. They are: 


Mr. Maclin F. Smith, Trust Officer, 
Birmingham Trust and Savings Com- 
pany, Birmingham, Alabama. (April, 
1932); Mr. W. L. Nossaman, Trust 
Counsel, Security-First National Bank 
of Los Angeles, California. (November, 
1932); Mr. Guy Newhall (March, 1933); 
Mr. Andrew I. Farb (September, 1933). 


and last but not least to Donald C. Eng- 
land of the Trust Department of the 
Fidelity Trust Company, and a member 
of the Bar of Allegheny County. 








ETAILED §sugges- 
tions regarding 
methods of trust 


solicitation and the develop- 
ment of the proper attitude 
on the part of trust de- 
partment personnel were 
given by G. Prather Knapp, 
director of banking publi- 
cations, Rand McNally & 
Company, in his address, 
November 22, before the 
Mid-year Trust and Bank- 
ing Conference of the New 
Jersey Bankers Associa- 
tion. 

Prefacing his remarks on trust de- 
partment operations, Mr. Knapp made 
a few statements applicable not merely 
to trust departments, but also to all 
financial institutions. 

“First and most urgent,” he said, “is 
the need for banker resistance to the 
mob-pandering politicians who would 
make ownership a crime and contract an 
impossibility. 

“Second, and very evident, is the re- 
sponsibility of all local bankers for all 
local banks. 

“Last, and certainly not least, is the 
individual bank’s unprecedented oppor- 
tunity to show a confident face to its 
present and prospective customers. If 
your bank is as conservative and as profi- 
table as a ‘New Deal’ bank can be made 
—the time has come to be first active and 
then frank. Do things for the bank and 
its public first—and talk about them im- 
mediately afterwards. 

“Actions not only speak louder than 
words, they speak more convincingly, at 
less expense, and to greater profit. But 
where public-spirited action is the basis, 
there never was a time like the present 
for the expressive kind of public rela- 
tions on the part of American banks.” 


New Jersey Trust Conference 


How Can Trust Departments Improve Their Public Relations 
and Attract More Business? 





G. PRATHER KNAPP 







With particular reference 
to trust departments, Mr. 
Knapp said: 

“Before even attempting 
public relations activity, the 
Trust Department should 
should be surveyed as a 
public utility. How does the 
probate, or  surrogate’s 
court feel abous us? What 
is the attitude toward us of 
the county clerk and the. a 
recorder, and the rest of 
the city and city-hall per- 
sonnel? Has there ever 
been litigation by bene- 
ficiaries of estates? If so, how recently 
and what were the decisions? How is our 
Trust Department, including its officers, } 
regarded by attorneys? How do bene- : 
ficiaries now under its wardship feel 
about it? * * * 

“The customer survey should disclose 
how many customers there are in the 
department and how well its earning 
power is distributed among the various 
customer relations. It should show how 
many relationships are below the profit 
line. It should show how many customers 
are requiring more service than their 
business justifies. It should set forth the 
exact extent to which a few large rela- 
tionships are accountable for the size of 
the department. In other words, whether 
its popularity is real or only apparent. 
It should indicate in detail the number 
of trusts which are active, potential, dor- 
mant or dead. It should seek in detail and 
show in digest the conditions as to inter- 
departmental service to each customer. It 
should, as far as possible, trace to their 
sources new relations opened over a fair 
space of time, thus establishing the 
activity of customers in recommending 
the department. * * * 

“Most careful of all should be the third 
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phase of the survey, the consideration 
of our Trust Department as a selling 
force. Many of the facts needed for this 
survey will have been already disclosed 
by the public utility survey and the cus- 
tomer survey. In the selling force survey 
we consider competition, and what our 
Trust Department is doing to meet it. 
* & * 

“Let us first ascertain how our Trust 
Department compares in selling force 
with its trust company competitors. How 
efficiently are we using various competi- 
tive systems, and how does our use of 
them compare in extent and efficiency 
with that of our competitors? Let us get 
data on the following conditions: 

. Activity and ability of stockholders. 

. Activity and ability of directors. 

3. Activity and ability of executives. 

. Activity and ability of other officers. 

. Activity and ability of employees. 

3. Number and capacity of solicitors, if 

any. 

. Total advertising appropriations. 

. Customer-cultivation activity. 

. Newspaper space. 

10. Use of the mails. 
11. Billboards and street cars. 
12. Other advertising mediums. 

“The efficiency of these selling activi- 
ties, their coordination, and the length of 
time for which they have been carried 
on, must all be considered. 

“When these data have been obtained 
we will have only one other competition 
to survey, that of popular ignorance and 
inertia. Entirely aside from keeping up 
with the other trust companies, what are 
we doing to educate our public, to spread 


the information about our service which 
will produce demand and to supply the 
selling efforts which will turn that 
demand into definite and profitable busi- 
ness? 

“Suppose our Trust Company is the 
only one in its field, is it, even then, 
using all possible means to cultivate that 
field, and if not, what means is it neglect- 
ing? 

“When these questions have been 
answered, we will be able to make recom- 
mendations and to back them up by facts 
and figures. 


Attitude of Trust Personnel 


“Ours is one department of the bank 
which, more than any other, must sell 
itself every day. Trust service requires 
the most unswerving adherence to tech- 
nical standards and the most sensitive 
response to human variations. The good 
trust officer is one, to paraphrase Solo- 
mon, ‘whose price is above rubies.’ And 
oh, how people talk about him! Widows 
and their debutante daughters talk about 
him over the teacups. Doctors and law- 
yers talk about him at the club. Bond 
men and insurance men talk about him 
on the links. Ministers, priests, and 
charity workers talk about him at their 
meetings. Court officials, civic function- 
aries, and newspaper men talk about him 
at the county seat. For good or ill, every 
phrase of his conversation, every sen- 
tence of his correspondence, and every 
attitude of his mind affect the public 
relations of his department. 

“The Trust Officer ought to decide on 
two things as to service in his depart- 
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ment. First, a private conference room 
where all necessary time may be spent 
in talking things over with beneficiaries, 
claimants, prospective testators, anybody 
and everybody. 

“Second, an invariable rule always to 
explain things. Explain details of pro- 
cedure as to particular estates to people 
who have a right to know them. Explain 
the Trust Department’s functions to any- 
body who will listen. Get everybody in 
the department into the habit of explain- 
ing patiently and with as sparing a use 
of technical terms as possible. 

“The details of good Trust Department 
service are better known to yourselves 
than to me. The attitude of Trust De- 
partment service is my concern at the 
moment. We should see that this is a sales 
attitude, an attitude that reaches out for 
friends, for prospects, and for new rela- 
tions all the time. 

“The personnel problem of any Trust 
Department has its mathematical side 
and its human side. On the human side 
it can very seriouly affect, for good or 
ill, our public relations activities. As Mr. 
S. C. Stallwood of the Northern Trust 
Co., of Chicago, told the American Bank- 
ers Association some years ago, ‘Adver- 
tising within the Trust Company, if 
taken in its broadest sense, is to my mind 
one of the most important duties of man- 
agement. You are selling the same com- 
modity at practically the same price as 
your competitor. The only way you differ 
from your competitor is in your institu- 
tional personnel, the human skill, sym- 
pathy, and service which you can, if 
you will, increase to a highly profitable 
extent. 

“Tt is not generosity, but simply en- 
lightened ‘selfishness, to secure and hold 
the successful, progressive, and ambitious 
employee, and such employees are only 
secured and held by demonstrating to 
them that, when they make profits for 
the Trust Company, they are, at the same 
time, making profits for themselves. 

“*But I think that we can go even 
deeper than that and say that it is a 
duty we owe our employees to increase 
their skill, to further their progress, and 
to stimulate their ambition. Let us make 
our employees feel that they are working 
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with us rather than for us. Let us give 
them the enthusiasm that comes of 
loyalty, the skill that comes of under- 
standing, and the happiness that comes 
of a steady sense of progress.’ * * * 


Trust Solicitation 


“The problem of soliciting trust rela- 
tions differs radically from that of 
soliciting commercial accounts. It is an 
educational problem and a stimulation 
problem rather than a problem of 
straight selling. It involves the discus- 
sion of the prospect’s personal affairs 
rather than his business relations. Al- 
though a given individual appears on 
both lists, he must be approached from 
a different angle and must be persuaded 
into an entirely different frame of mind - 
when he is discussing his own will, from 
his frame of mind when he is discussing 
the banking needs of his business. 

“The man who succeeds in commercial- 
account selling will not be successful in 
trust selling unless he is an unusually 
versatile individual with an unusual 
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background of training in both the com- 
mercial and trust departments. Such in- 
dividuals may exist, but in my experience 
the best trust solicitors are experienced 
trust men. They need not be lawyers, but 
they must know a great deal about pro- 
bate law and probate practice. What they 
need more than anything else is operat- 
ing experience in some Trust Depart- 
ment, preferably in that of the bank for 
which they are soliciting trust relations. 

“Trust solicitors must be deeply im- 
bued with the ethics of trust service, 
especially in regard to the relations of 
trust departments with members of the 
bar. They must have at instant command 
the facts and figures on a testator’s 
rights and duties. They must be able to 
explain, in a particular, rather than in 
a general way, what an executor does. 
They must be able to suggest various 
forms of trusteeship which will suit a 
particular case and they must be able to 
explain fully how the institution they 
represent will operate under a given will 
or trust. 

“The man who has the ability to do 
this explaining and the willingness to 
do it over and over again until he has 
overcome the inertia of his prospect, will 
secure trust relations. These trust rela- 
tions, when secured, will be profitable 
or unprofitable in direct proportion to 
the amount of work the Trust Depart- 
ment has spent in compiling its list of 
leads for trust solicitation. 

“In approaching the problem of a 
trust-prospect list, the trust officer will 
probably be surprised to find that not 
every director of his institution has 
named it as executor in his will. The 
directors should be approached by the 
biggest and strongest trust man in the 
institution, whether he be the president 
or the trust officer. And every one of the 
directors should be made a customer, a 
salesman, and a prospect hunter for the 
Trust Department, before anything else 
is done in trust solicitation. 

“After the directors come all the stock- 
holders with desirable estates. 

“Next in line for trust solicitation are 
the wealthy customers of the Commercial 
Department, the Safe Deposit Depart- 
ment, and the Bond Department. 
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“The chances are that these sources 
alone will furnish enough prospects dur- 
ing the first year of effort in trust solici- 
tation. When the prospect lists derived 
from them have been exhausted, here are 
other likely sources of good names: 

“Get each director to send in a list. 

“Get similar lists from the more in- 
terested and more influential! stock- 
holders who are not directors. 

“Get lists of the largest taxpayers (say 
assessments of $10,000 and over) from 
the county clerk’s office or the city 
assessor’s office. 

“Get list of persons rated ‘wealthy’ in 
individual-credit guide, if such a book is 
published in the bank’s community. 

“Elimination from these lists should 
follow the same general lines as elimina- 
tion from other bank prospect lists. It is 
advisable not to waste too much time on 
prospects who have firmly cemented trust 
or other relations with competing trust 
institutions. 


Educational Booklets Needed 


“Trust solicitation, owing to its educa- 
tional character, requires a great deal 
more advertising material in the way of 
educational booklets, follow-up letters, 
and the like than is required for com- 
mercial solicitation. 

“The following outline will indicate 
how personal work and the printed word 
fit together: 

“First, broadcast advertising at low 
cost per thousand of circulation to create 
impression on entire community. 

“Second, direct-mail advertising to 
create stronger and more definite im- 
pression on selected cross sections. These 
should not be too small if average results 
are to be expected from them. 

“Third, selection of still smaller cross 
sections for calling prospects, this selec- 
tion to be governed by interest actually 
expressed in inquiries, or likely to exist 
through affiliation with directors, officers, 
employees, and customers. The attitude 
toward calling lists should be the reverse 
of the attitude toward mailing lists. Call- 
ing lists should be small and choice, and 
worthy of their high cost per contact. 
This cost per contact should be increased 
by the preliminary staff work, so that 
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the ultimate cost per customer secured 
may be decreased to a minimum. 

“Fourth, personal call by a soliciting 
officer or an employee. 

“Fifth, supporting letter by director 
or executive officer. 

“Sixth, follow-up calls by solicitor. 

“Seventh, bringing prospect into bank 
for contact with trust officer when the 
new relation will be opened or final 
arrangements for it made. 

“In the follow-up calls by solicitors, 
provided for in the sixth step above, the 
use of booklets has been found to be of 
considerable importance. The technical 
nature of trust service requires that, 
after the information has been presented 
verbally, it should be left with the pros- 
pect in printed form. At the same time 
the vast range of services covered by the 
Trust Department requires that only 
literature of special interest to a given 
individual problem be left with a given 
individual. Hence the trust solicitor will 
be definitely helped by the bank if it 
provides him with a set of information 
booklets on the various phases of trust 
service, or if the bank writes a special 
letter for him which takes the place of 
the booklet following his call. This gives 
the prospect something to mull over in 
his mind. 

“T know a single trust solicitor who 
put $7,000,000 in prospective trust assets 
into the hands of his trust company in a 
period of eight months. The net business 
created by him during his first five years 
amounted to $40,000,000. What is even 
more important, the revenues now accru- 
ing from business he has brought to his 
institution are more than paying his 
salary and expenses, so that any new 
business he produces and any new rela- 
tions which come about by reason of 
wills now on file, whose testators die, 
will be so much ‘velvet.’ Let me describe 
the kind of man he is, and the way he 
works: 

“First of all, he is anything but the 
go-getter type. He doesn’t go in for ‘per- 
sonal magnetism.’ He is not ‘hail, fellow, 
well met,’ with a large circle of social 
frierids. On the other hand, he is familiar 
with every phase of the service of a trust 
department through actual work in a 
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trust department from his youth, and he 
has taken a lawyer’s degree through 
study in night school. The questions he 
cannot answer about trust companies and 
trust service have not yet been asked. 

“To this background of ability, he adds 
the grim avidity of an alligator and the 
good-natured tenacity of a bull terrier. 
The rebuff that will daunt, or the in- 
difference that will discourage, him must 
be unusual. 

“Last of all, he is methodical. He 
works in close contact with his bank, 
and spends almost as much time getting 
people to help him sell a given prospect 
as he does in actual contact with the 
prospect. 

“Get several men like him working for 
your Trust Department, give them the 
proper prospects and the printed matter 
and you can attract trust customers. 


Preparation of Booklets 


“Trust Department literature presents 
the problem of really explaining a tech- 
nical subject in non-technical language. 
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The main obstacles to be overcome are 
ignorance, procrastination, and the sub- 
conscious fear of wills which grows out 
of the subconscious but ever-present fear 
of death. 

“For ignorance, the bank must substi- 
tute genuine appreciation of the manner 
in which trust service fits into the ordi- 
nary life. For procrastination it must 
offer the antidote of persistent remind- 
ers. For fear of anything connected with 
death the bank must implant a stronger 
fear, the fear of unprovided death. 

“In preparing Trust Department book- 
lets the bank must edit material very 
closely in order to avoid two serious pit- 
falls. One is ‘crepe-hanging’ and the 
other is ‘knocking.’ 

“It may be perfectly true that the man 
who neglects to appoint a financial insti- 
tution executor and trustee by will is 
running the risk of bequeathing all sorts 
of risk, worry, loss, and suffering to his 
dear ones. But this truth is so unpleasant 
that it is risky to overemphasize it to a 
man whose business you are trying to 
get. He may agree with you fully, but 
take his estate to your competitor. 

“On the other hand, it may do more 
harm than good to suggest to a pro- 
spective customer that his wife is an 
imbecile, his son a defective, his busi- 
ness partner on the verge of insanity, 
and his trusted personal attorney a down- 
right scoundrel. In all probability he will 
discuss the matter of his will with every 
one of those people before he ever talks 
to your trust officer about his estate, and 
you want their good word if you can 
get it. 

“As a matter of fact, the handling of 
wills and the administration of estates 
and trusteeships are fascinating sub- 
jects, especially to the man or woman of 
means. The most effective trust litera- 
ture I have seen takes the form of proc- 
ess exhibits showing more or less in 
detail what the trust department actually 
does for its customers and emphasizing 
the sympathetic, personal relation which 
goes with its rigid observance of tech- 
nical forms and business principles and 
its quality of unchanging financial re- 
sponsibility. * * * 

“The journalist generally follows pub- 
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lic opinion pretty closely and often leads 
it rather definitely. He is just as much 
of an idealist as the trust officer and no 
more. Both are in business for profit, and 
both will profit most by genuine public 
service. Let them help each other. 

“The opportunities for this kind of 
constructive cooperation are never twice 
the same. When they come, each one 
must be recognized and handled on its 
own merits. Such opportunities must be 
sought, not waited for, and above al] 
things such opportunities must spring 
from true community service. 

“If you go in for personal glory, and 
the chance of seeing your name in the 
papers, that is the most you will get. If 
you go in for making your trust com- 
pany the influential friend of influential 
groups, with you, yourself, as the con- 
tact point, you will soon find that you 
are becoming recognized by journalists 
as one of the men of your community 
who can be depended on to make read- 
able copy. More than this, you will find 
that the guiding spirits of your city’s 
industrial, commercial and professional 
life are recognizing you as a man to 
work with. You will find yourself every 
day more satisfied with the public rela- 
tions of your Trust Department.” 


Trust Department Examinations 
Helpful, Says Judd 


“Trust Department Examinations” was 
the subject discussed at the New Jersey 
Conference, November 22, by Orrin R. 
Judd, C.P.A., formerly vice president of 
the Irving Trust Company, New York. 

“It might be thought presumptuous in | 
me,” he said, “to attempt to interpret 
the mind of the Federal authorities on 
this subject because I am neither a Fed- 
eral examiner myself nor have I any au- 
thority to represent them; but a form 
was published in the August number of 
TRUST Companies Magazine, which it 
was stated had been adopted by Federal 
Reserve Banks and by the Federal De- 
posit Insurance Corporation, containing 
questions for the guidance of their exam- 
iners in reporting on the trust depart- 
ments of members of the Federal Reserve 
system and of non-member institutions 
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which have joined the Federal Deposit 
Insurance Corporation. These questions 
clearly point the direction in which the 
Federal authorities are looking, and in 
the light of this publication and also of 
my own experience in the various stages 
of growth of a metropolitan trust com- 
pany, and in the examination of trust 
departments from an outsider’s view- 
point in which I am now engaged, per- 
haps I may be permitted to discuss this 
subject. 

“The purpose of these examinations of 
course is twofold—to safeguard the 
trusts on the one hand and the trustees 
on the other against losses which might 
occur through mistaken or incompetent 
management and which eventually would 
fall upon funds held for the protection 
of banking depositors. Governmental su- 
pervision can scarcely supplement or 
assist in the day to day handling of busi- 
ness, but it has great possibilities of 
constructive service. The quoted instruc- 
tions to Examiners under the heading, 
‘Criticisms, Remarks and Recommenda- 
tions,’ to ‘include comments on any 
pending threatened litigation in which 
the bank is involved on account of any 
fiduciary relationship,’ is significant. It 
is well known that the past few years 
have seen many law suits brought 
against trustees and objections filed to 
trust accountings by beneficiaries who 
were dissatisfied with the administration 
of their trusts. Most of these, it is true, 
have resulted in the vindication of the 
trustee, but there have been some costly 
surcharges, and the expenses of litiga- 
tion cannot always be charged against 
the trust. The whole business of trust 
administration is fraught with danger 
unless it is carefully and competently 
handled. Banks and trust companies so- 
licit such business on the ground of 
peculiar fitness. They profess to have ex- 
pert knowledge and superior organiza- 
tion, .and advertise their financial 
strength. It is not difficult therefore to 
follow the reasoning of those who claim 
that such institutions should be held to 
a stricter standard of responsibility 
than individual trustees who do not hold 
themselves out as possessing any special 
qualifications, but act more from a 
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sense of duty than for the commissions 
which the law allows them. 

“In this situation then, trustee insti- 
tutions should, and I am sure do welcome 
the assistance which experienced bank 
examiners, looking over their trust de- 
partments from a standpoint. of detach- 
ment, can render by way of suggestion 
and criticism. The questions referred to, 
which the Federal examiners are re- 
quired to answer in their reports fall 
naturally in two general classes: those 
dealing with broad matters of invest- 
ment policy and those relating to in- 
ternal administration and methods of 
accounting. Both of these of course are 
important as subjects of investigation. 
Their relative importance in a particular 
institution will depend to a great extent 
on its size and the general character of 
its experience, but uniformity in the ap- 
plication of sound principles in the gen- 
eral field of trusts is highly desirable, 
and these examinations will tend in that 
direction.” 

Mr. Judd emphasized the importance 
of instituting the proper procedure with- 
in trust departments if maximum bene- 
fits are to be derived from the examina- 
tions, and in this connection he reviewed 
a number of the chief points to be con- 
sidered. 


Duty of Fiduciary to Keep Taxes 
and Costs Low, Says Bradford 


Two obligations which “have their 
roots in the very ground of fiduciary re- 
lationship” were stated as follows by 
Russell L. Bradford of the New York 
Bar, in his address November 22 before 
the Mid-year Trust Conference of the 
New Jersey Bankers’ Association: 

1. “Not to incur more taxes than re- 
quired to conduct the business of 
the trust, and 

2. “To minimize the amount of taxes 
as much so as to keep at a mini- 
mum all other expenses and costs 
of the trust or estate.” 

These obligations, Mr. Bradford said, 
“can be satisfactorily discharged only if 
those entrusted with this high equitable 
duty are alive to the new laws, regula- 
tions and decisions affecting them and 
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their cestui que trusts and the property 
with which they are entrusted.” 

Mr. Bradford discussed recent tax ten- 
dencies and difficulties of interpreting 
various provisions of the revenue laws, 
and deplored the assumption on the part 
of many legislators that every trust or 
estate must necessarily be a rich trust or 
estate. 

“Whether the national or the State 
Government impose and collect the tax,” 
he said in his concluding remarks, “we 
may be assured that for many years to 
come taxes will, and of a necessity must, 
remain high. A balanced budget in the 
end is necessary to the credit of the 
nation and the state; the credit of the 
nation or the state is an essential of 
stability of our finance and wealth. With- 
out some semblance of stability pros- 
perity moves with lagging and hesitant 
step. Assistance to the government in 
the collection of its taxes is a duty of 
citizenship—an obligation of fiduciaries. 
Candor and frankness should mark the 
relations and dealings with governmental 
and tax problems. The safety of the trust 
estates in part rests upon sufficient 
revenue to meet the expenses of govern- 
ment (state or national). As Montesquieu 
expressed it, a tax is that ‘each citizen 
contributes to the revenues of the State 
a portion of his property in order that 
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his tenure of the rest may be secure’. 


American Bankers Association 
Appointments 


Bankers representative of all sections of 
the United States and all classes and sizes 
of banking institutions will take part in 
the various working bodies of the Ameri- 
can Bankers Association for the coming 
association year, it is shown in an announce- 
ment of appointments made public here by 
the president, R. S. Hecht, Chairman, Hi- 
bernia National Bank, New Orleans, La. 

The twelve members at large of the Ex- 
ecutive Council as announced by Mr. Hecht, 
who was elected association president at 
the recent annual convention of the associa- 
tion in Washington, D. C., are as follows: 
E. G. Bennett, President, First Security 
Bank of Idaho, Boise; Eugene R. Black, 
Governor, Federal Reserve Bank of Atlanta, 
Atlanta; W. C. Bowman, President, First 
National Bank, Montgomery, Alabama; E. 
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E. Brown, President, First National Bank, 
Chicago; Walter J. Cummings, Chairman, 
Continental Illinois National Bank & Trust 
Company, Chicago; Guy Emerson, vice- 
president, Bankers Trust Company, New 
York; Thomas C. Hennings, vice-president, 
Mercantile-Commerce Bank & Trust Com- 
pany, St. Louis; Henry R. Kinsey, vice- 
president, Williamsburgh Savings Bank, 
Brooklyn, N. Y.; W. R. Morehouse, vice- 
president, Security-First National Bank, 
Los Angeles; James H. Perkins, President, 
City Bank Farmers Trust Company, New 
York, N. Y.; Ronald Ransom, executive vice- 
president, Fulton National Bank, Atlanta; 
R. G. Stockton, vice-president, Wachovia 
Bank & Trust Company, Winston-Salem, 
North Carolina. 

The chairman of commissions are as fol- 
lows: Agricultural, H. Lane Young, execu- 
tive manager, Citizens & Southern National 
Bank, Atlanta, Georgia; Bank Management, 
Orval W. Adams, vice-president, Utah State 
National Bank, Salt Lake City; Commerce 
and Marine, Fred I. Kent, Bankers Trust 
Company, New York; Economic Policy, 
Leonard P. Ayres, vice-president, Cleveland 
Trust Company, Cleveland; Public Educa- 
tion, John H. Puelicher, President, Marshall 
& Ilsley Bank, Milwaukee. 

The chairmen of committees are as fol- 
lows: Administrative, Rudolf S. Hecht, 
Chairman, Hibernia National Bank, New 
Orleans; Banking Code, Abner J. Stilwell, 
vice-president, Continental Illinois National 
Bank & Trust Company, Chicago; Banking 
Studies, Tom K. Smith, president, Boat- 
men’s National Bank, St. Louis; Bank- 
ruptcy, M. R. Sturtevant, vice-president, 
First National Bank, St. Louis; Export- 
Import Bank Advisory Committee, Robert 
F. Maddox, First National Bank, Atlanta, 
Georgia; Federal Legislation and Federal 
Legislative Council, Ronald Ransom, execu- 
tive vice-president, Fulton National Bank, 
Atlanta, Georgia; Finance, Robert V. Flem- 
ing, president, Riggs National Bank, Wash- 
ington, D. C.; Foundation Trustees, John 
H. Puelicher, President, Marshall & Ilsley 
Bank, Milwaukee; Insurance, W. F. Keyser, 
secretary, Missouri Bankers Association, 
Sedalia, Missouri; Membership, E. N. Van 
Horne, President, Continental National 
Bank, Lincoln, Nebraska; Special Commit- 
tee on Section 5219 U. S. Revised Statutes, 
Charles P. Blinn, Jr., vice-president, Phila- 
delphia National Bank, Philadelphia; State 
Legislation and State Legislative Council, 
A. T. Hibbard, President, Union Bank & 
Trust Company, Helena, Montana; Taxa- 
tion, Robertson Griswold, vice-president, 
Maryland Trust Company, Baltimore. 
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REPORT OF MUNICIPAL SECURITIES COMMITTEE 


Investment Bankers Association Hears Summary of Recent Developments 
and Recommendations on Current and Future Problems 


GENERAL summary of recent de- 
A velopments affecting the credit of 

States and municipalities and a 
discussion of current and future prob- 
lems of broad interest were embodied in 
the report submitted at the convention of 
the Investment Bankers Association of 
America, October 30, by the Municipal 
Securities Committee. 

The report, which is quoted in part, 
was signed by E. Fleetwood Dunstan, 
chairman; Rollin G. Andrews, Joseph E. 
Chambers, Eugene I. Cowell, John W. 
Denison, Clifford T. Diehl, John J. Eng- 
lish, Howard H. Fitch, George C. Han- 
nahs, George P. Hardgrove, Henry Hart, 
Milton G. Hulme, Robert Knowles, John 
S. Linen, I. A. Long, Orus J. Matthews, 
Francis Moulton, D. T. Richardson, 
Claude G. Rives, Jr.; Robert O. Shepard, 
Robert Strickland, Jr., and Meade H. 
Willis. 


General Summary 


“A material and gratifying improvement 
in the financial condition of many State and 
local government units has been reflected 
during the last twelve months by sharp 
price advances in their obligations. Much 
remains to be accomplished in the elevation 
of government finances to a sound and im- 
pregnable basis, but it remains true that an 
excellent start has been made, partly 
through the reorganization of debt struc- 
tures and partly by other and more normal 
methods. 

“In general the trend of tax collections 
has become favorable, available statistics 
indicating that both current and delinquent 
taxes are being paid more readily. Tem- 
porary indebtedness of many of our cities 
has been lowered and in some instances 
funded debt likewise has decreased, while 
taxpayers have found some relief in cur- 
tailed costs of operation. The amount of 
State and city obligations in default has 
been reduced rapidly. Such encouraging fac- 
tors are offset in part by the uncertainties 
of general business and by demands for un- 
sound local legislation, but in an extensive 
survey it appears that favorable items pre- 
dominate and the market steadily has re- 


flected the increasing optimism. From the 
long range point of view, much importance 
would seem to attach to the growing public 
demand for elimination of outworn types of 
government and the consolidation of politi- 
cal subdivisions. Greater thoughtfulness 
among electorates is apparent regarding the 
authorization of new bond issues. States and 
municipalities necessarily will continue their 
borrowing for indispensable functions, but 
a more intelligent analysis of specific issues 
by taxpayers probably will forestall much 
unsound borrowing. * * * 


Sumners Bill 


“To date only ten municipalities have filed 
application for action under the Municipal 
Debt Adjustment Law. * * * It already has 
become apparent that the stigma of de- 
fault is something virtually all communities 
will avoid if it is at all possible; and actual 
recourse to the Sumners Law is anticipated 
chiefly on the part of a number of drainage, 
reclamation, irrigation and levee districts 
and by a small scattering of other types of 
municipal units. * * * The fact that the law 
is on the statute books has served the pur- 
pose of eliminating a large amount of ob- 
structive tactics on the part of unreasonable 
minority creditors. * * * 

“The negligible amount of applications 
which have been filed may be used, in some 
quarters, as an argument for modification 
of the law. We should direct our attention 
toward combatting any such views. Vital 
amendments undoubtedly would encourage 
ill-advised governments to attempt unjusti- 
fied reorganization. The legislation is worthy 
of protection from injurious moderation and 
should be guarded with unabated vigor. 


Irregular Bonds 


“A studious view of new municipal financ- 
ing will focus attention on the number and 
growing frequency of irregular types. The 
commonplace State or municipal bond is one 
for which the full faith and credit and un- 
limited taxing power are pledged. Whether 
the State bond was issued for highways or 
for a bonus to soldiers, it usually repre- 
sented the standard design. The same may 
be said with even greater accuracy for 
municipal bonds. The abnormal city issue 
was very rare. Recently, however, much con- 
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fusion has arisen due when 95 per cent. of 
these cities showed a comparable decrease. 
The conclusion seems justified that the 
campaign has been a constructive force in 
protecting municipal credit and starting tax 
collections back to a healthy level. 

“Although the financial. position and 
credit of many communities have been im- 
proved, several elements remain which con- 
stitute a danger. The most obvious of these 
is the fact that the record already noted is 
not universal. * * * 

“Of the 309 cities with a population of 
80,000 or more, covered by the last report 
of the United States Census Bureau, more 
than 60 per cent. are overlapped with tax- 
districts or authorities. Approximately one- 
quarter of the total amount of local govern- 
ment debt is the obligation of these units. 
They are usually created in order to avoid 
the existing debt limitation or to supply 
services to two or more municipalities. The 
trend seems to be toward an increased use 
of the ‘authority’ device. 

“This multiplication of issues with di- 
verse methods of payment and pledge of 
security will create many new problems of 
serious importance to the taxpayers, the 
investors and the dealers in State and mu- 
nicipal securities. * * * 

“The latest summary places 1,983 mu- 
nicipal corporations in default on general 
obligations and 648 on special assessment 
issues. These are scattered through forty 
States. A further analysis shows the total 
of municipal corporations in default on gen- 
eral obligations to be made up of 366 coun- 
ties, 820 cities and towns, 608 school 
districts and 189 other districts. The 648 in 
default on special assessments are divided 
into 467 irrigation, levee drainage and rec- 
lamation districts and 181 other special 
assessment districts. The grand total of 
2,631 units in the insolvent classification 
represents a percentage of less than 1 per 
cent. of the total number of municipal cor- 
porations and taxing districts in the coun- 
try. 

“Of the total outstanding State and mu- 
nicipal indebtedness, approximately 10 per 
cent. is owed by the communities in de- 
——*** 


Elements of Danger 


“Although the financial position and cred- 
it of many communities have been improved, 
several elements remain which constitute a 
danger. * * * Many cities still show a down- 
ward delinquency trend with current col- 
lections unsatisfactory. Moreover, the dis- 
position in some sections to enact tax-limit 
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laws and the pressure to remit penalties 
and interest charges or to compromise the 
amount of delinquent taxes are continuing. 
Particularly dangerous is the fact that, if 
used properly, subject to certain important 
restrictions, the reduction of penalty and 
interest charges may be a highly useful 
means of stimulating delinquent collections. 
The success of a few carefully hedged de- 
vices, however, is made the excuse for their 
wide adoption in loose and obnoxious 
fom. ° * * 


“Pay-as-You-Go” Program 


“The problem of unemployment from the 
beginning has been treated as a temporary 
crisis. Our cities have gained the knowledge 
from the experience of the last five years, 
however, that they are faced with the neces- 
sity of a permanent plan for adequate re- 
lief. Long term bond issues for this purpose 
are uneconomic and unsatisfactory. A great 
burden is placed upon future years when 
other emergencies may have to be met. It 
is costly and may be said to be justifiable 
in only those communities with moderate 
debt burdens and properly balanced current 
budgets. Furthermore, in these exceptional 
cases, the life of the bonds should be as 
short as feasible. A ‘pay-as-you-go’ program 
is preferable; and your committee desires 
to commend the policy of those States and 
cities who are obtaining their relief funds 
from current revenues. * * * 

“While the Illinois and New Jersey laws 
grant to the authorities the option of apply- 
ing for receiverships, they fortunately have 
been successfully administered. The weak- 
ness of permissive legislation, however, is 
that it allows favoritism and disc¥imination 
for political reasons. The Ohio law is man- 
datory. There the county treasurer is re- 
quired to apply to the Common Pleas Court 
to be appointed as receiver. This is prefer- 
able because it relieves the tax-collecting 
official of political pressure, and he cannot 
be reproached for performing his duty when 
receivership proceedings are compulsory. 

“The value of these measures is in the 
separation of those who can pay from those 
who are unable to pay. As homes are ex- 
empted, the drive is against the owner of 
the apartment house, the office building and 
other forms of property still producing rev- 
enue. It is generally recognized that many 
owners of income-producing real estate de- 
liberately let taxes accumulate, believing 
that they can use the money elsewhere more 
profitably. By this type of legislation, a 
municipality may enforce the current pay- 
ment of taxes without injustice and with- 
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out waiting for the three or four years 
which the law usually allows as a period of 
grace before a forced sale. 

“To date these laws have been effective. 
They have brought gratifying results and 
should commend themselves to the study of 
other State legislatures. 


Tax-Limit Legislation 


“Legislation which possibly is the most 
damaging to municipal credit is the tax- 
limit law. Every Municipal Securities Com- 
mittee of the association has struggled with 
some local movement for it. At this time 
the subject is being promoted actively in 
all of our States by a national association. 
This campaign for real estate tax relief fits 
in with the universal desire for less taxa- 
tion, but it seems to be based on an incor- 
rect understanding of what a limit will 
accomplish. 

“Limitation on the power to levy ad va- 
lorem taxes forces the adoption of new and 
hastily devised revenue systems, some of 
which are most undesirable. It encourages 
resort to borrowing and juggling with as- 
sessments. Moreover, investors are placed 
on immediate guard, thereby causing lower 
credit ratings. This seriously jeopardizes 
the ability of the community to borrow for 
future necessary purposes. 

“Your committee suggests that efforts 
toward limiting the authority of municipali- 
ties to pay their debts should be vigorously 
opposed. This is of vital concern to the local 
taxpayers, individual investors and to the 
vast army of those whose savings are en- 
trusted to financial institutions which invest 
a large part of their funds in State and 
municipal securities.” 


Legislative Committee Plans 


The committee on municipal securities of 
the Investment Bankers Association, headed 
by D. T. Richardson of Kelley, Richardson 
& Co., Chicago, plans to widen the scope of 
its activities by employing a paid field sec- 
retary who will devote his entire time to 
following new legislation which is likely to 
affect the status of municipal bonds. 

Regional subcommittees are planned for 
California, the Central States, Eastern 
Pennsylvania, Michigan, Minnesota, Missis- 
sippi Valley, New England, New York, 
Northern Ohio, Ohio Valley, Pacific North- 
west, Rocky Mountain, Southeastern, South- 
ern, Southwestern and Western Pennsyl- 
vania districts. 

Headquarters for the committee will be 
at 33 South Clark Street, Chicago. 


To “Nationalize” Banks Would 
Be Step Toward Communism 


“Whether those who advocate the na- 
tionalization of banks realize it or not, 
they are advocating nothing less than 
socialization of the whole state.” 

This statement was made before the 
Robert Morris Associates, at Skytop, 
Pennsylvania, October 29, by James P. 
Warburg, vice-chairman, Bank of the 
Manhattan Company, New York, and in 
support of this view he gave four quota- 
tions. 

“Lenin, addressing the pre-revolution- 
ary Bolshevik conference of April, 1917, 
said: 

““*We are all agreed that the first step 
in this direction, i.e., toward Communism, 
must be such measures as the nationaliza- 
tion of banks. . . . We cannot at once 
either nationalize the small consumers’ 
concerns, i.e., one or two wage-workers, 
or place them under a real workers’ con- 
trol. Through the nationalization of 
banks they may be tied hand and foot.’ 

“In his book, ‘Preparing for Revolt,’ 
Lenin says: 

“Tt is essential to proceed immedi- 
ately to the nationalization of the banks, 
insurance companies, and the most im- 
portant branches of industry. ... One 
State bank as huge as possible with 
branches in every factory —this is al- 
ready nine-tenths of the Socialist ap- 
paratus.’ 

“And here is what Mr. G. D. H. Cole, 
the influential British Socialist, has to 
say: 

“ ‘Before a Labor Government nation- 
alizes any other productive industry it 
should nationalize the banks. With the 
banks in our hands we can take over 
other industries at our leisure.’ 

“And finally, in Australia, where the 
proposal for nationalization has just been 
defeated, Mr. Lang, the Labor leader, 
said: 

“ “You must remember there are always 
first steps. You must socialize credit first. 
The other things will come later. If you 
want to go through a door you must have 
the key first. Socialization of credit is the 
key.’ 

“Thus,” Mr. Warburg continued, “there 
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is no doubt as to what those, who frankly 
avow a desire to see a Socialistic order 
established, think of the importance of 
‘nationalizing’ credit. Doubtless there are 
in this country some people who would 
like to see Socialism or Communism es- 
tablished here, but I am convinced that 
the vast majority of those, both in and 
out of Congress, who now talk so glibly 
about the need for ‘nationalizing’ credit 
have no idea that in so doing they are 
playing into the hands of the few who 
really want to subvert the entire Ameri- 
can order. 

“T shall not deal here with the argu- 
ments pro and contra a government-con- 
trolled central bank. Let me affirm here 
only the bare conviction, which I am pre- 
pared to substantiate in any discussion 
that may arise: 


“1. That if a political bureaucracy 
seeks to ‘manage’ money and credit it 
will end up by ‘managing’ the entire com- 
munity. 

“2. That political control of money and 
credit leads to corruption and chaos so 
long as the political government which 
does the ‘managing’ is dependent upon 
popularity at the polls. 

“3. That such chaos and corruption 
lead very quickly to the abandonment of 
a democratic form of government and the 
supplanting of a free capitalistic order 
by a dictatorship of the few—which may 
be a dictatorship of State Capitalism, 
such as we see in Italy, or a dictatorship 
of State Socialism, such as the Commu- 
nists tried to establish in Russia. 

“4, That a dictatorial form of govern- 
ment and government-planned economy, 
no matter how well they may be adapted 
to other nations, will lead in this nation 
to a very much reduced standard of liv- 
ing, if not to national bankruptcy. 

“And let me affirm, as against this 
negative conviction, the positive belief 
that the control over money and credit 
should be vested neither in government 
nor in business, but in an independent 
organism such as the Federal Reserve 
System was intended to be. 

“Let me affirm my belief that for the 
best interests of the American people the 
Federal Reserve System should be freed 
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from its present position of political sub- 
servience and intelligently modified, so 
that it may realize the original concept 
of its founders.” 


Real Estate Price Outlook 


Present rate of absorption of residential 
space, coupled with other present economic 
factors, indicates a definite upturn in real 
estate price levels, according to Roy Wenz- 
lick, vice-president of Real Estate Analysts, 
Inc., St. Louis. 

Construction costs, which may normally 
be expected to increase rather than to de- 
crease as recovery progress, Mr. Wenzlick 
believes, will act as a temporary wall 
against new building on any considerable 
scale, until such time as rentals reach the 
point where earning power of existing build- 
ings is obviously high enough to justify new 
construction. 

As consultant on research to the National 
Association of Real Estate Boards, Mr. 
Wenzlick is discussing with officials of a 
number of cities, bases for establishment of 
a detailed study of the factors affecting real 
estate trends. 

“We believe, on the basis of our studies,” 
he states, “that real estate rentals and real 
estate values will reach or exceed those of 
pre-depression levels.” 


Growth of Group Insurance 


The families of nearly five million 
American workers are protected by $8,912,- 
000,000 of group life insurance against the 
death of their wage-earning member, ac- 
cording to a report “Recent Developments 
in Industrial Group Insurance,” just pub- 
lished by the National Industrial Conference 
Board. This insurance is in effect through 
nearly 30,000 group life insurance contracts 
now existing under which employers and 
employees co-operate to protect the families 
of the employees against suffering and want 
when the family wage-earner dies. 

In addition, more than 505,000 employees 
are protected to the extent of $744,000,000 
by group insurance against the liabilities 
of accidental death and dismemberment. 
Nearly 1,250,000 workers are protected 
against the hazards of sickness and accident 
to the extent of $16,000,000 in weekly bene- 
fits. Nearly 200,000 workers are assured a 
steady income after they retire through 
more than 200 group annuity policies which 
provide for monthly incomes after retire- 
ment aggregating more than $8,000,000. 














REAL ESTATE LOANS AS BANK INVESTMENTS 


J. C. Lipman, After Reviewing Their Status, Holds Them as Desirable 


6 RE real estate loans still good 
A bank investments?” was the 

question discussed by J. C. Lip- 
man, vice-president, Union Bank & Trust 
Company, Los Angeles, in an address 
October 30 before the annual convention 
of Robert Morris Associates at Skytop, 
Penna. 

Although his treatment of the subject 
naturally was from the point of view of 
the commercial department, Mr. Lip- 
man’s address contained much informa- 
tion of interest to trust men. 

“Indebtedness representing real estate 
financing,” he said, “has become the most 
important single form of debt in the 
country, exceeding railroad debt about 
300 per cent and public utility debt about 
400 per cent, according to recent esti- 
mates. If farm loans are included the 
figures are even greater. The following 
estimate of real estate financing out- 
standing will give an idea of the im- 
portance of this great problem. 


REAL ESTATE LOANS (Other Than Farm Loans 


—May 28, 1933) 
Held by— 
Mutual savings banks............... 5,850,000,000 
Total banks other than mutual sav- 
SPT ee er 4,300,000,000 
Building and loan associations...... 7,200,000,000 
Insurance companies ............... 5,900,000,000 
Mortgage companies ............... 3,000,000,000 
Trustees for real estate bonds....... 5,000,000,000 
SE. Peauic caaeene wacaneese nec 5,000,000,000 
Total other than farms........... 36,250,000,000 
ee errr 8,500,000,000 


“Banks other than mutual savings 
banks are estimated to hold about 12 per 
cent of the total real estate indebtedness 
other than farm loans, as well as about 
10 per cent of the farm mortgages. The 
figure of 12 per cent given above is a 
national average including financial cen- 
ters such as New York with large bank- 
ing resources and practically no real 
estate loans, but in many parts of the 
country the banks have had a larger part 
in the development of real estate than 
is revealed by the average figures. * * * 


“Both Statistically and from a Standpoint of Common Sense” 
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“With the development of savings 
banks under state laws and with com- 
mercial banks empowered to make real 
estate loans in many states, the national 
banks were at a disadvantage competi- 
tively and in 1927 were finally empow- 
ered to make real estate loans for five 
years. At the present time approximately 
7 per cent of the resources of the entire 
banking system of the country, exclusive 
of mutual savings banks, is invested in 
real estate loans including farm mort- 
gages. * * * 

“The orthodox view of liquidity of 


banks is based on the assumption that | 


short term loans can be called and that 
bonds and other investments should be 
of such character as to be readily liqui- 
dated. During times of stress, however, 
experience has shown that only a pro- 
portion of all bank assets are collectible 
as the law of supply and demand governs 
the bank’s ability to convert into cash. 
For example, the following bonds that 
carried an Aaa rating in 1929, when many 
of them were bought by banks, would 
have shown severe losses if the banks 
had tried to cash them in 1932: 


Average Price, Low Price, 


1929 1932 
Central Pacific Ist 4/49...... 90 481 
New York Central 414/2013.. 97 31 
Standard Oil of NY Deb. 4%4/51 95 82 
U. S. Treasury 33¢-43/47..... 97 87% 


These comparisons of price are sufficient 
to show that if any bank had had much 
of its funds in bonds even of high quality 
it would have completely wiped out its 
capital and surplus before being able to 
satisfy really extensive withdrawals at 
a time of stress without artificial liquid- 
ity created by government aid. 

“A similar analysis could be made of 
many of the commercial loans of banks 
—that is, the only way they could have 
been paid on a wholesale scale would 
have been if other banks had been will- 
ing to make new loans, and in a period 
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of general liquidation this is impossible. 
Therefore, liquidity in the orthodox sense 
might better be designated as ‘shift- 
ability’. * * * 

“If we limited the assets of our bank- 
ing system to investments in truly liquid 
collateral in the strict sense of the word, 
we would have completely to reorganize 
our economic system. Demand deposits 
of our banking system are now estimated 
at over $15,000,000,000, while, according 
to recent reports of the American Ac- 
ceptance Council there are only about 
$800,000,000 of good bankers’ acceptances 
outstanding, and according to a recent 
report of the Federal Reserve Board 
there are less than $189,000,000 of good 
commercial paper outstanding. Other 
first class self-liquidating paper could 
never make up the other $14,000,000,000 
in which to invest the demand deposits 
alone of banks, leaving out of considera- 
tion a nearly equal amount of thrift de- 
posits which have become in effect al- 
most demand deposits. Therefore, it is 
necessary to assume that a subtantial 


portion of our deposits will always re- 
main on hand unless we are to have a 
complete liquidation of our credit 
mechanism. A bank can realize on the 
liquid items that it holds for that specific 
purpose to provide for withdrawals. 
Therefore, it seems to me in view of the 
way real estate loans, if properly made, 
have held up that we are justified in 
carrying well made real estate loans 
among our other paper that it is not truly 
liquid in the orthodox sense, provided 
that these loans are made in conservative 
ratio to total investments with safe- 
guards against the errors of the past 
and are provided with what liquidity the 
government agencies can offer them to 
use in times of emergency. They add to 
the diversification of the assets of a bank 
and also afford an added source of much 
needed earnings. * * * 

“Where trouble has occurred because 
of real estate loans, aside from the cases 
of poor loans, it has usually been the 
result of too many loans of this type in 
proportion to-other assets. * * * 

“It is difficult to be accurate in cal- 
culating what might have been but it is 
safe to presume that instalment pay- 
ments could have minimized the debacle 
that has existed. If the banks had in- 
sisted on amortized loans, it would have 
meant that the principal amount would 
have steadily been reduced, thus avoiding 
severe reductions at maturity under the 
new appraisal. * * * 

“If a loan was amortized at the rate 
of 1 per cent of principal monthly, pay- 
ing interest and principal from this 
amount, you would have a constant flow 
of money back to the bank and good 
loans from good people. At the same time 
we could go back to the old method of col- 
lecting taxes, by having the mortgagor 
pay with his instalment to the bank one- 
twelfth of his taxes, so that the bank 
would pay all taxes and know that this 
obligation would be currently satisfied. 
The amount of instalment payments 
should be varied according to the nature 
of the property and the rapidity with 
which it loses value because of the de- 
preciation and obsolescence of improve- 
na - - = 

“Loans should at no time be based on 





SS 











TALS "i 567 


WORCESTER COUNTY 
TRUST COMPANY 


Succeeds To The Business Of 
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THE LARGEST COMMERCIAL BANK 
IN MASSACHUSETTS OUTSIDE OF BOSTON 


Assets, now under management in various fiduciary capacities 
by our Trust Department, exceed $35,000,000 
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the supposed responsibility of the bor- 
rower, instead of on the value of the 
property, as frequently when the real 
estate market is going through a panic 
period, the borrower becomes so finan- 
cially involved that his name lends no 
strength to the note as additional secu- 
rity. Likewise, we have found in many 
states that the deficiency judgment that 
was our supposed protection has been so 
modified or eliminated for a period of 
years that it was of no value to our 
situation. Therefore, the loan must be 
based on the real estate and its ability 
to liquidate the debt. * * * 
Summarizing his conclusions, Mr. Lip- 
man said that “both statistically and 
from a standpoint of common sense good 
real estate loans can form a desirable 
part of a bank’s assets. By means of this 
type of loan a bank is often able to be 
of service to its customers and thereby 
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to aid in building up its community. In 
many communities if banks were not 
able to have the earnings from real 
estate loans it would be impossible for 
banks to exist and these communities 
would be without adequate financing for 
their homes and farms. Through the 
medium of the real estate loan the banks 
of the country have an opportunity to 
aid in the recovery in one of our most im- 
portant industries which is now severely 
depressed. Therefore, if we keep our real 
estate loans to a reasonable proportion 
of total deposits, insist on adequate 
amortization, particularly in times of 
high prices, and avoid the mistakes of 
the past in making our loans of this type 
we will have an opportunity not only to 
have an added desirable form of invest- 
ment for bank assets, but also to aid 
substantially in the business recovery of 
our customers and of the nation.” 
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Missouri's 
Largest Fiduciary 


This company engages only 
in the trust business. It does 
no banking business. It ac- 
cepts no deposits. 

It administers more trust 
property than any other Mis- 
souri financial institution. 
Itis the oldest trust com- 
pany in Missouri. 

For ancillary service in 
Missouri or Southwestern 
Illinois consult 


ST. LOUIS UNION 
TRUST COMPANY 


ST. LOUIS, MISSOURI 


Affiliated with the First National Bank 














Controversy In Insurance Field 


Several statements have been issued in 
connection with the controversy between the 
American Life Convention and Alfred M. 
Best Company. A joint announcement, pub- 
lished in the October issue of Trust Com- 
panies Magazine, page 447, indicated that 
the special committee of the American Life 
Convention was working amicably with the 
publishers in an effort to make available to 
the public complete information, without 
technicalities, of all essential matters af- 
fecting the life insurance business. It now 
appears that the press bureau of the Con- 
vention has taken a different position. 

The chief question at issue apparently is 
whether Alfred M. Best Company should 
continue publishing its ratings. The com- 
pany states that after canvassing the opin- 
ion of insurance company officials, general 
agents, district agents, banks, trust com- 
panies, large business enterprises and 
policyholders, it is convinced of the desir- 
ability of continuing their publication, and 
that their decision to do so has not been 
altered by statements attributed to the Con- 
vention’s press bureau. 

“Because of the confidence which our sub- 
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scribers and the general public have in our 
reports, and especially in our ratings,” the 
company stated on November 15, “it will 
become our duty to combat by the fullest 
publicity any such attempt to hamper our 
operations.” 
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explains objections to payment to insured’s 
executors or administrators after income pay- 
ments to named beneficiaries—excerpts, ‘‘Con- 
Mu-Topics”—501-502 


New England Trust Conference Scheduled for 
Dec. 14th at Boston—493 


Sale of Decedent’s Property—Gain or Loss—Effect 
of income tax provisions of the revenue act of 
19384 upon the basis and holding period of 
property transmitted at death—art. by C. Pow- 
ell Fordyce—461-467 


“Stand Fast to Time-Proved Principles’’—Mes- 
sage to Trust Institutions from new president, 
Trust Division, A. B. A.—459 


INSURANCE: 
Life— 

Controversy in Insurance Field—567 

Growth of Group Insurance—564 

Make final payment to executors or administra- 
tors of last surviving payee—Legal Dept. of 
The Connecticut Mutual Life Insurance Co. 
explains objections to payment to insured’s 
executors or administrators after income pay- 


ments to named beneficiaries—excerpts, ‘“Con- 
Mu-Topics’”—501-502 


569 








570 


INSURANCE—Continued 
Miscellaneous 


Adequate Insurance Protection for the Trust 
Estate and the Trustee—Discussed in Article 6 
of Fiduciary Course—475-483 


INVESTMENTS: 


Accounting Problems in Connection with the 
Foreclosure of Mortgages—Test Case Suggested 
—address, in full, by George C. Burgin—543- 
550 


Municipal Audits Recommended—Excerpts from 
statement by Morris S. Tremaine—467 


Office Procedure in Selecting and Reviewing Trust 
Investments—outlined in address by B. B. 
Brown—536-542 


Problems Under the Securities Exchange Act— 
Excerpts art. by Eustace Seligman, ‘Virginia 
Law Review”’—504-509 


Real Estate Loans Desirable form of Investment 
for Bank Assets, excerpts address by J. C. 
Lipman—565-568 


Report of, Municipal Securities Committee—In- 
vestment Bankers Association Hears Summary 
of Recent Developments and Recommendations 
on Current and Future Problems—561-563 


Revenues for Relief—Major Problem Confronting 
43 State Legislatures in Jan.—Temporary 
Methods of Financing Must Give Way to More 
Carefully Planned Procedure—excerpts art. by 
L. Laszlo Ecker, “State Government’’—511-512 


Sale of Decedent’s Property—Gain or Loss—Effect 
of income tax provisions of the revenue act of 
1934 upon the basis and holding period of 
property transmitted at death—art. by C. Pow- 
ell Fordyce—461-467 


The Uniform Principal and Income Act in Oper- 
ation—art. by A. L. Grutze—469-473 


MISCELLANEOUS: 


Defamation of the Dead—excerpts art. by Per- 
cival E. Jackson, “New York Law Journal”’— 
509-511 


“Experienced Lawyer Service” in Illinois—ex- 
cerpts art. by R. Allan Stephens, ‘American 
Bar Association Journal’’—502-504 


Municipal Audits Recommended—excerpts from 
statement by Morris S. Tremaine—467 


Plans of Legislative Committee of Investment 
Bankers Association Outlined—563 


Problems Under the Securities Exchange Act— 
excerpts art. by Eustace Seligman, “Virginia 
Law Review’’—504-509 


Revenues for Relief—Major Problem Confronting 
43 State Legislatures in Jan.—Temporary 
Methods of Financing Must Give Way to More 
Carefully Planned Procedure—excerpts art. by 
L. Laszlo Ecker, “State Government’’—511-512 


The Uniform Principal and Income Act in Oper- 
ation—art. by A. L. Grutze—469-473 


MORTGAGES : 


Accounting Problems in Connection with the 
Foreclosure of Mortgages—Test Case Suggested 
—Address, in full, by George C. Burgin—543- 
550 
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Real Estate Loans Desirable form of Investment 
for Bank Assets, excerpts address by J. C. Lip- 
man—565-568 


PUBLICITY: 


Current Campaign of First National Bank of 
Atlanta includes newspaper advertising, a series 
of folders and a master booklet entitled, “Trust 
Service” —485-487 


“False Economy’—to relax or abandon efforts to 
secure new business—491 


Good results from signed cards as silent salesmen 
reported by Manufacturers National Bank of 
Troy—489-490 


How Can Trust Departments Improve Their Pub- 
lic Relations and Attract More Business ?— 
suggestions from address by G. Prather Knapp 
—551-556 


“‘Modern” Note Struck by Denver National Bank 
in compact booklet on Safeguarding Family’s 
Future—487-488 


Open Fight Against Insidious Attacks, regardless 
of source is urgently recommended by Lane D. 
Webber—excerpts address—525-529 


Recent newspaper advertisements — Industrial 
Trust Company of Providence, R. I.—490-491 


REAL ESTATE: 


Major Problems and Methods of Administering 
Real Property in trust accounts discussed by 
L. H. Roseberry—address—529-535 


Real Estate Price Outlook, excerpts, statement by 
Roy Wenzlick—564 


Taxation—N. Y. State Tax Commission Deter- 
mined that income from real property located 
in foreign state was subject to N. Y. State in- 
come tax—U. S. Supreme Court dismissed writ 
of certiorari—495 


TAXATION: 


Duty of Fiduciary to Minimize Taxes—excerpts 
address by Russell L. Bradford—557-558 


Sale of Decedent’s Property—Gain or Loss—Ef- 
fect of income tax provisions of the revenue 
act of 1934 upon the basis and holding period 
of property transmitted at death—art. by C. 
Powell Fordyce—461-467 


Taxation—N. Y. State Tax Commission Deter- 
mined that income from real property located 
in foreign state was subject to N. Y. State in- 
come tax—U. S. Supreme Court dismissed writ 
of certiorari—495 


Taxation—Situs of property for state inheritance 
taxation purposes—U. S. Sup. Ct.—495-497 


TRUST DEPARTMENT: 


Accounting Problems in Connection with the 
Foreclosure of Mortgages—Test Case Suggested 
—address, in full, by George C. Burgin—543- 
550 


Developing Trust New Business—485-491 
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Fiduciary Course—article 6—adequate Insurance 
Protection for the Trust Estate and the Trus- 
tee—Community Trusts or Foundations—475- 
483 


How Can Trust Departments Improve Their Pub- 
lic Relations and Attract More Business ?— 
suggestions from address by G. Prather Knapp 
—551-556 


Major Problems and Methods of Administering 
Real Property in trust accounts discussed by 
L. H. Roseberry—address—529-535 


Office Procedure in Selecting and Reviewing 
Trust Investments—outlined in address by B. 
B. Brown—536-542 


Sale of Decedent’s Property—Gain or Loss—Ef- 
fect of income tax provisions of the revenue 
act of 1934 upon the basis and holding period 
of property transmitted at death—art. by C. 
Powell Fordyce—461-467 


“Stand Fast to Time-Proved Principles’’—Mes- 
sage to Trust Institutions from New President, 
Trust Division A. B. A.—459 
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The Uniform Principal and Income Act in Oper- 
ation—art. by A. L. Grutze—469-473 


Trust Department Examinations Helpful, ex- 
cerpts address, by Orrin R. Judd—556-557 


TRUSTS: 
Community— 


Community Trusts discussed in article 6 of Fidu- 
ciary Course— 


Living— 

Trusts—Construction of antenuptial agreement 
subsequently amended—settlor states she be- 
lieved “inflation is threatened’? and demands 
revocation of trust—trustee asks for settlement 


of accounts and construction of revocability of 
instrument—N. Y. case—497-498 


WILLS: 


Defamation of the Dead—excerpts art. by Perci- 
val E. Jackson, “New York Law Journal’”’— 
509-511. 


BANK AND TRUST COMPANY ADVERTISEMENTS 


CUMULATIVE JULY—NOVEMBER 


ALABAMA 
Birmingham 


Birmingham Trust & Savings Company 
61, 217, 295, 424, 


CALIFORNIA 
Los Angeles 
California Trust Company 435, & 
Citizen’s National Trust and Savings Bank 


Security-First National Bank of Los Angeles 
58, 183, 324, 380, § 
San Diego 
Union Trust Company of San Diego 


San Francisco 


Bank of America N. T. & S. A. 
63, 191, 
Bank of California, N. A. 


Crocker First National Bank 


DISTRICT OF COLUMBIA 
Washington 


American Security & Trust Company 
83, 179, 


Washington Loan & Trust Companv 
42, 216, 
GEORGIA 
Atlanta 
Trust Company of Georgia 


ILLINOIS 
Chicago 


Chicago Title & Trust Company 


City National Bank & Trust Company 71, 303, 545 


Continental Illinois National Bank & Trust Co. 
65, 258, 492 
First National Bank of Chicago 
55, 172, 332, 360, 560 
Harris Trust and Savings Bank 
206, 448 
Northern Trust Company, The 


41, 175, 293, 377, 507 


IOWA 
Des Moines 


Iowa-Des Moines National Bank & Trust Company 
331, 429 


MARYLAND 
Baltimore 

Maryland Trust Company 

46, 200, 287, 373, 566 
Mercantile Trust Company 

64, 155, 326, 393, 552 
Safe Deposit & Trust Companv 

81, 165, 321, 420, 531 


MASSACHUSETTS 
Boston 


Boston Safe Deposit & Trust Company 
75, Inside Front Cover October 


National Shawmut Bank 
317, 539 


Old Colony Trust Company 
438, 499 


State Street Trust Company 
284, 405, 527 


Springfield 
Springfield Safe Deposit & Trust Company 


Worcester 
Worcester County Trust Company 
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MICHIGAN 
Detroit 
National Bank of Detroit 59, 152 
MINNESOTA 
Minneapolis 


Northwestern National Bank & Trust Company 
443 


MISSOURI 
St. Louis 


Mercantile-Commerce Bank & Trust Company 
1, 118, 225, 337, 453 


St. Louis Union Trust Company 276, 432, 568 
NEW JERSEY 
Camden 
Camden Safe Deposit & Trust Company 100 
Morristown 
Morristown Trust Company 437 
Newark 
Fidelity Union Trust Company $22, 524 
Plainfield 
Plainfield Trust Company 98, 296, 518 
NEW YORK 
Brooklyn 
Brooklyn Trust Company 54, 189, 281, 426, 535 
New York 


Bank of New York and Trust Company 
Inside Back Covers 

Central Hanover Bank & Trust Company 
38, 150, 314, 399, 484 
Chase National Bank 44, 434 


City Bank Farmers Trust Company 
25, 188, 246, 350, 460 
Corporation Trust Company 
52, Inside Front Cover August, 318, 368, 528 


Empire Trust Company 48, 304, 530 
Fulton Trust Company 60, 157, 330, 374, 516 


Guaranty Trust Company 50, 418 
Manufacturers Trust Company 76, 439 
Marine Midland Trust Company 319, 505 


New York Trust Company 


Title Guarantee & Trust Company 
Inside Front Covers, 431 


United States Trust Company 4, 116, 228, 340, 456 


56, 400, 559 


Rochester 
Lincoln-Alliance Bank & Trust Co. 553 
OHIO 
Cincinnati 


Fifth Third Union Trust Company 
49, 169, 299, 385, 504 
Cleveland 
Cleveland Trust Company, The 87 


OKLAHOMA 
Tulsa 


First National Bank and Trust Company 
309, 441, 547 


OREGON 
Portland 
First National Bank of Portland 
329, 538 
United States National Bank 
167, 445 


PENNSYLVANIA 
Philadelphia 
Fidelity-Philadelphia Trust Companv 
66, 161, 320, 359, 500 
Girard Trust Company 
2, 114, 226, 338, 454 
Pennsylvania Company 


Back Covers 

Philadelphia National Bank 
176, 440 

Provident Trust Company 
26, 257, 474 


Real Estate Land Title & Trust Company 
Inside Front Covers July, Sept., Nov. 


Pittsburgh 
Fidelity Trust Company 
79, 164, 323, 412, 520 
Peoples-Pittsburgh Trust Company 
47, 205, 292, 387, 537 


RHODE ISLAND 


Providence 
Rhode Island Hospital Trust Company 
85, 307, 511 
VIRGINIA 
Richmond 
First and Merchants National Bank 
325, 541 
State-Planters Bank & Trust Company 
297 


Virginia Trust Company 
70, 158, 316, 447, 514 


WASHINGTON 
Tacoma 
National Bank of Tacoma 
438 
WISCONSIN 
Milwaukee 
First Wisconsin Trust Company 
181, 425 


CANADA 
Toronto 


Toronto General Trusts Corporation 
69, 163, 279, 383, 517 





OTHER ADVERTISERS 


Bell Telephone System 
195, 371 
Commerce Clearing House, Inc. 
99, 2138, 328, 444, 542 


Christmas Club 
111 


General Motors Acceptance Corporation 
168, 381 


John Hancock Mutual Life Insurance Company 
58, 285, 523 


Polk’s Bankers Encyclopedia Company 436 


Prudential Insurance Company of America 
327, 503 








